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RESOURCES 

Cash on Hand and in Federal Reserve and Other 

$74,037 ,356.67 
U. S. Government and Other Public Securities... 48,246,208.86 
Other Securities 49,052,552.26 

280,586,330.98 
Bonds and Mortgages 30,663,566.46 
Banking Houses and Other Real Estate 8,617,180.12 
Customers’ Liability on Acceptances 12,389,733.12 
Accrued Interest Receivable ' 2,030,227.07 





$505,623,155.54 





$27,500,000.00 
58,007,856.63 
11,228,627.15 
Liability as Acceptor, Endorser or Maker on 
Acceptances and Foreign Bills 21,778,425.40 


Deposits 387,108,246.36 


$505,623,155.54 


55 Broad Street 
New York City 


ONE OUT OF EVERY TWENTY 


residents of New York City is a customer of Manufacturers Trust 
Company in one or more departments—commercial, trust, investment, 
thrift, safe deposit, foreign. 


There must be many reasons for such outstanding preference. May 
we serve you, too? 
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Main Office: 177 MONTAGUE ST. New York Office: 26 BROAD STREET 
Brooklyn at Exchange Place 


Your Cuban Business 


With twenty-three years’ experience in Cuba we are in a position 
to handle to the best advantage any business of a financial or fiduciary 
nature entrusted to our care. 


As Trustees for Mortgage Bond Issues, at the present time a 
proximating $70,000,000, we are especially well equipped to one 
this class of business, and to act as Co-Trustee or as Agent for American 
Companies. 


Our Real Estate Department offers a complete service, including 
buying, selling, and administration of properties, collection of rentals 
and mortgages, together with valuations and reports on any properties 


in Cuba. 


The Trust Company of Cuba 
HAVANA 
Established 1905 Capital paid up $500,000 
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An Etching by Karl Dehmann Courtesy of Harlow, McDonald & Co, 


THE NEw YorK Stock EXCHANGE AND THE HEART OF WALL STREET WHERE 
Was SUCCESSFULLY RESISTED THE Most SEVERE STocK MARKET BREAK 
IN AMERICAN FINANCIAL HISTORY 
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RECOVERY FROM STOCK MARKET COLLAPSE 


BUSINESS LIBERATED FROM SPECULATIVE PERILS 


inglorious and abrupt end with the 

cyclonic collapse of fantastic stock 
prices. Painful and humiliating as was the 
ordeal, it means deliverance from a long 
drawn drunken debauch of speculation and 
of reckless perversion of credit. With the 
highway cleared of dangerous obstructions, 
American business, industry and finance are 
enabled to press onward with renewed in- 
centive to genuine progress and constructive 
achievement. 


The stock ticker has lost its siren refrain. 
Its harsh tempo spelled disillusionment and 
the wiping out of over 30 billions of specu- 
lative values, but it also conveyed a mes- 
sage of economic retribution and of realities 
which have been wantonly ignored. Blind 
infatuation for the fickle Goddess of For- 
tune, now stripped of tinsel and gaudy 
draperies, yields to chastened regard for the 
homely virtues of honest industry and sav- 
ings. The national pastime of margin trad- 
ing has come to a close with the reestablish- 
ment of normal relationships between 
prices, earnings and dividends. 

Above the lingering mists and wreckage 
of vain hopes and fictitious values, thereis 
a new and more inspiriting prospect. Noth- 
ing is so impressive in the present situation, 
now that the tempest of stock liquidation 


HE inevitable has happened. A 
prolonged joy ride has come to an 
| 


has spent its fury, as the fact that it involved 
no loss or destruction of real wealth. Busi- 
ness, industry and the banking system have 
come through not only inherently sound, 
but have demonstrated to the world a 
solidity and amazing resourcefulness in 
successfully resisting, and without a single 
default, the most catastrophic stock decline 
ever encountered in financial history. 


This is not the time for recrimination, 
idle post mortems or theories. The millions 
of people, from all grades of society, who 
lost their fortunes, reserves or savings, have 
but themselves to blame for indulging in a 
gambling mania which was heedless of 
repeated warnings and plunged past all 
danger signals. Uncontrollable play of 
“mass psychology,” which carried stock 
speculation and optimism to unreasonable 
flights, was equally responsible for the 
demoralization which precipitated the sac- 
rifice of values to the other extreme. The 
immediate restoratives, therefore, call for 
pathological treatment, because the eco- 
nomic base of the country is sound and 
secure. 

The urgent demand of the hour is to 
restore faith and confidence in the unim- 
paired virility of American brain and brawn, 
to banish fears of unemployment or of 
grave recession in business, trade and in- 
dustry. No greater service can be rendered 
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today than to uphold progressive manage- 
ment and to provide abundant credit for all 
legitimate enterprise—a policy, by the way, 
to which the Federal Reserve Board with 
its prompt reduction in official discount 
rates and open market operations, as well 
as President Hoover in assembling leaders 
of business, industry, banking, agriculture 
and labor in conference at Washington, 
have wisely given accent. Representing the 
first line of defense in their respective com- 
munities, it is obviously in the path of duty 
for bankers, trust company officials and all 
those associated with sound financing, to 
spread the inspiration of faith and con- 
fidence by deed of action as well as word. 
There is a temptation to indulge in criti- 
cism and fasten, to some degree, respon- 
sibility upon the management of the New 
York Stock Exchange for unwarrantable 
license given to professional operations. 
New types of frenzied and speculative 
financing in a multitude of disguises have 
battened upon public credulity which de- 
serve to be branded and outlawed. That 
there is something very loose in the ma- 
chinery of banking, credit and the Federal 
Reserve System, which admit of such huge 
diversion of funds from productive to 
speculative channels, cannot be denied It 
is equally true that the public mind and 
investment judgment have been befuddled 
by irresponsible propaganda regarding “new 
economic eras” and formulas which defied 
the canons of economic law. 
Notwithstanding all that has transpired 
and the gleeful “I told you so’s” gratuitously 
wafted to us from abroad, let’s not forget 
that as regards standards of living, inven- 
tive genius, efficient industrial management 
and production as well as in the possession 
and diversification of wealth, these United 
States still set the pace for the rest of the 
world. The American people can afford to 
pocket their speculative losses and put on 
cheerful faces, comforted by the knowledge 
that the pace of busily humming wheels of 
industry and trade has not slackened, 
that deposits of natural wealth are un- 
limited, that intelligent co-operation rules 
between capital and labor, that the United 
States is still firmly entrenched as the chief 
creditor nation with command of three- 
fourths of the world’s gold supply, and that 
despite revealed weaknesses, we still have 
the best of all banking and currency systems. 


INTRODUCING “PROSPERITY 
RESERVE” 


‘ NY lack of confidence in the eco- 
nomic future or the basic strength 
of business in the United States is 
foolish,” said President Hoover in calling 
upon leading representatives of business, 
industry, labor, banking and agriculture to 
join with government officials in a series of 
conferences at Washington. To all appear- 
ances the primary object of these confer- 
ences has been attained, namely, to secure 
pledge of concerted action for continued 
business progress, to take up any slack in 
the present situation and to disabuse the 
public mind of undue pessimism or fears 
that may have resulted from the crash in 
stock prices. Distinctly helpful was the 
announcement from the Treasury Depart- 
ment of a proposed reduction in Federal 
income tax rate. 

During the past presidential campaign, 
it will be recalled, President Hoover al- 
luded in a number of his speeches to the 
building up of a “prosperity reserve.’’ The 
opportunity now offers itself for President 
Hoover to demonstrate in a nationwide way 
the wisdom of economic formulas which he 
has urged and successfully practiced during 
his varied career. The ‘‘agenda’” for the 
Washington conferences embraced con- 
structive activities which have been post- 
poned during recent months, including 
building construction, railways, public util- 
ities, manufacturing, public works, etc. 

The materials are happily available for 
business to continue sound and prosperous. 
Discriminating investment demand may be 
expected to sustain recovery in stocks of 
intrinsic value which now lie on the bargain 
counter. Unlike previous “money panics” 
and periods of depression, there is no scar- 
city of money or credit, with rates ruling 
sufficiently low to stimulate enterprise and 
with the Federal Reserve and the banks of 
the country in strong position. Likewise 
the withdrawal of funds from the call loan 
market gives assurance of large cash sur- 
pluses held by corporations which have 
materially reduced their bonded obligations 
in recent years by stock increases. More- 
over, there is no evidence of commodity in- 
flation or of overstocked inventories and 
overproduction. 


‘ 


“ - _—* 
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MAGNIFICENT TRIBUTE TO 
BANKS AND FEDERAL 
RESERVE 


EITHER this or any other nation 

has ever before witnessed such splen- 
did demonstration of courage, calm 
judgment and resourcefulness as shown by 
New York bankers in handling the tre- 
mendous onslaught of stock liquidation 
during the height of which 16,000,000 
shares of stock changed hands in one day, 
with daily declines of billions in stock 
prices wiping out an avalanche of margin 
accounts. During the week from October 23 
to October 30, the New York banks and 
trust companies expanded their loans $1,- 
292,000,000 and took over $992,000,000 in 
brokers’ loans while ‘others’? cashed in 
their street loans to the amount of $1,- 
380,000,000 and outoftown banks with- 
drew one billion of their own commitments. 
Only in the light of a clearer retrospective 
will the real story unfold itself of the most 


remarkable performances in the annals of 
finance. How the credit fabric was kept 
intact in the face of such terrific pressure; 
how the banking consortium succeeded in 
preventing utter demoralization and sur- 
render to panic, will be matters of discussion 
for years to come. Despite sinister and 
vicious rumors, the storm was weathered 
without the failure of a single bank, invest- 
ment house or Stock Exchange firm, except 
for one or two minor assignments. 

The prudence and foresight of bankers 
and brokers in requiring unusual margins 
in connection with collateral loan and cus- 
tomers’ accounts, doubtless saved the situa- 
tion from more serious consequences. In 
the background there was the assurance of 
ready aid from the Federal Reserve System, 
wherever and whenever required. The 
promptness with which the Federal Reserve 
Board acted in reducing the discount rate 
to 5% per cent and pouring funds into the 
money market, contributed in no small 





MEMBERS OF FEDERAL RESERVE BOARD AND FEDERAL ADVISORY COUNCIL WHO MET RECENTLY WITH 
PRESIDENT HOOVER IN SERIES OF CONFERENCES TO STABILIZE BUSSINESS 


Seated in center front: Secretary of Commerce Lamont, Secretary Mellon and Governor R. A. 

Young, chairman of the Board. Others in the group are A. C. Miller, C. S. Hamlin, Theodore 

Wold, W. W. Smith, H. Creech, A. M. Heard, J. B. Butler, F. O. Wetmore, V. A. McKinney, 
F. L. Lipman, J. W. Pole and P. W. Goebel. 
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measure to the result. The New York 
banks well knew that at the first sign of 
real trouble, the outside lenders and in- 
terior institutions would withdraw their 
“street loans” and they therefore kept down 
their Federal Reserve borrowings while 
stocks were rising, thus enabling them to 
furnish emergency credit. The fact that 
money rates were lowered and accommoda- 
tion was extended to protect borrowers 
wherever possible in the face of a withdrawal 
of over two billions by non-banking lenders, 
testifies eloquently to the splendid co- 
ordination of policies between New York 
banks and trust companies and the Federal 
Reserve authorities. Further proof of a 
sound credit and banking situation is to be 
found in the fact that the Federal Reserve 
Banks reported for the week ended Novem- 
ber 13, total gold reserves of $3,039,170,000 
as compared with $2,659,132,000 a year ago; 
total rediscounts of only $971,355,000 as 
against $857,539,000 the same week last 
year and with Federal Reserve ratio of 
reserve standing at 69.5. 


i? 2, 2°, 
1 Oe 


GLANCE AT PRESENT AND 


FUTURE OF BUSINESS 


ITH the passing of hysteria and ap- 
praisal of the effect of wiping out over 

30 billions from the market value of 
listed securities, it is well to remember that 
stock losses do not represent business losses 
and that they do not necessarily impair the 
efficiency or earning power of industrial 
and business organizations. A glance at 
the latest indices of trade and industry 
yields much that is reassuring. The steel 
industry is maintaining production at 80 
per cent of capacity with unfilled orders 
and demands from railroads and for struc- 
tural steel carrying the high momentum 
well into next year. Pig iron production for 
October was the highest on record for that 
month. Motor vehicle output for ten 
months, passing the 5,000,000 mark in 
October, represents a larger output than 
for the entire year of 1928. 

Due chiefly to slump in residential con- 
struction, the building permits for October 
represented a decrease of 14.8 per cent as 
against the same month last year, but an 
increase of 19.2 per cent over last Septem- 
ber. Gross revenues of Class I railroads 
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registered gain of 1.8 per cent over same 
month last year. Tabulation of net profits 
of 600 industrial and business corporations 
for the third quarter of this year revealed 
an increase of 14 per cent over the same 
period last year. The Federal Reserve 
Bulletin for November reports that total 
production in basic industries for the first 
nine months of the year was 11 per cent 
larger than for the corresponding period of 
1928. Cars of freight handled during the 
10 months of this year aggregated 45,000,000 
cars, a new record for all time. 


The same story of well sustained volume 
of business and industry may be observed 
in most other major lines. Bank clearings 
continue substantially ahead of last year’s 
figures. The food index is the lowest since 
1924. Latest Department of Agriculture 
estimates place this year’s total crops at 
96 per cent of the ten-year average with the 
farm population enjoying income and pur- 
chasing power probably larger than the 
average. Foreign trade for September 
showed substantial increase as compared 
with the same month last year and leaving 
favorable balance for the month of $86,- 
315,000. Although employment dropped 
1.2 per cent in October, pay rolls increased 
4 per cent over September. 


What is more significant are the an- 
nouncements of projected expenditures. At 
the conference of President Hoover with 
railroad presidents, announcement was 
made that railroads are prepared to expend 
$1,000,000,000 in capital improvements dur- 
ing 1930. The Pennsylvania Railroad 
alone will spend $100,000,000 next year, 
and electrification of numerous roads now 
in progress. The U. S. Steel Corporation 
announces $200,000,000 to be spent next 
year for plant additions in Chicago and 
Bethlehem Steel committed to equal 
amount. In New York City there is a 
program of public works, schools and sub- 
way construction involving an outlay of 
over one billion during the next four years. 
Added to these are hundreds of millions 
authorized by Congress, by state and local 
governments for public works. 


Distinctly stimulating was the statement 
issued by President Hoover, after the White 
House conferences with leaders of business 
and industry as well as the announcement 
of increase in wages at Ford plants. 
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GUARDING AGAINST RECUR- 
RENCE OF SPECULATIVE 
MANIA 


EMAND rises for searching in- 
vestigation to determine causes and 


weaknesses in our financial and 
credit systems and to provide safeguards 
against exposing the public to bitter ex- 
perience such as the country has just passed 
through. Senile Congressional investiga- 
tions and half-baked remedies from politica] 
sources are more harmful than otherwise at 
this stage. For the proper expansion of 
business and industry we need a broad open 
market. That does not mean, however, that 
the management of the New York Stock 
Exchange is absolved from all blame. It is 
conceivable that more drastic restraints 
will be imposed if the governors of the New 
York Stock Exchange fail to acquit them- 
selves of better leadership and a greater 
degree of responsibility, particularly in 
curbing vicious professional operations. 
Enduring safeguards against any renewal 
of speculative excess or abuse of credit 
must come from those who represent bor- 


rowers and lenders. That credit and capital 
have been manufactured far beyond the 
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capacity of legitimate business to absorb, is 
only too clearly established. An increase 
in member bank credit during the past 
seven years from 23 to 36 billions, of which 
75 per cent represented loans against col- 
lateral, does not indicate a healthy develop- 
ment. At time of the break, it is estimated 
that 60 per cent of banking credit was de- 
voted to financing security purchases. To 
envisage the weaknesses of the credit situa- 
tion it is necessary to take account also of 
the dangers of excessive installment financ- 
ing and investment trust operations which 
depart from approved principles of set-up 
and management. 

Some of the most practical recommenda- 
tions yet advanced for ‘“‘putting the finan- 
cial house in order” are those outlined in a 
paper by Fred I. Kent which appears in 
this issue of Trust CoMPANIES. He urges 
removal of the federal and state taxes on 
capital gains. He proposes joint coopera- 
tion between representatives of the New 
York Stock Exchange, the New York 
Clearing House and the Federal Reserve 
Bank of New York, to effect changes of 
method and determinations which will per- 
mit of intelligent control of purchase and 
sale of securities, margin accounts, the uses 


RAILROAD PRESIDENTS WHO ATTENDED CONFERENCE WITH PRESIDENT HOOVER AT WHICH PLANS 
WERE DISCUSSED FOR RAILWAY CONSTRUCTION INVOLVING OVER ONE BILLION OUTLAY FOR 1930. 
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of credit and fluctuations in the money 
market. Some of these recommendations 
are already being considered. The sacrifices 
and suffering engendered by the stock mar- 
ket crash will not have been entirely in vain 
if they should lead to a new leadership. 
e?°o°¢ 
ROSENWALD FUND IS RULED 
TAXABLE 

DECISION handed down by the 
Circuit Court of Appeals, holding 

that certain sums of money assigned 
by Julius Rosenwald of Chicago to the 
Julius Rosenwald Fund, a charitable cor- 
poration, could not be deducted from 
Mr. Rosenwald’s personal income tax re- 
turn, will stand with the Supreme Court 
refusing to review the judgment. 

Mr. Rosenwald, through various agen- 
cies, paid dividends, rents and interests to 
the fund amounting in 1919 to $267,154, 
in 1920 to $307,233 and in 1921 to $240,244. 
The Commissioner of Internal Revenue 
determined that these receipts should be 
regarded for tax purposes as income to 
petitioners who had already been credited 
with a 15 per cent deduction allowable for 
contributions to charity. Mr. Rosenwald 
appealed to the Board of Tax Appeals, 
which affirmed the ruling. The Government 
in opposing writ for review, said: 

“There is no dispute that the dividends, 
rents and interest derived from petitioner’s 
property were ‘income’ within the meaning 
of Section 213 of the revenue acts of 1918 
and 1921; the only question is whether the 
petitioner by his ‘assignments’ had pre- 
vented that income from being taxable as 
against him. The Circuit Court of Appeals, 
in deciding this question, held that the 
income in question had at all times re- 
mained in the control of petitioner; that 
the right to receive had not been validly 
assigned, and hence that it was taxable. 

“The income in question was derived 
from properties owned and retained by 
petitioner individually. It was paid di- 
rectly to a corporation composed of mem- 
bers of his immediate family, and of which 
he himself was both president and treasurer. 
The offices of that corporation were petition- 
er’s private office. Its bank account was 
kept in his name, and gifts and disburse- 
ments made therefrom were authorized by 
check bearing only petitioner’s signature.”’ 
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PARTLY IRREVOCABLE TRUST 
HELD TAXABLE 


HERE the donor of a trust reserved 
the right to alter, change or modify 

its provisions, with the restriction 
that no part of the corpus might be with- 
drawn by him, the United States Board of 
Tax appeals held recently that the corpus 
plus the accrued income must be included 
in the donor’s gross estate for estate tax 
purposes. 

Here, Thomas Cover executed a deed of 
trust to the Safe Deposit and Trust Com- 
pany of Baltimore under which the income 
on the securities constituting the trust 
estate was to be paid his children or their 
descendants in semi-annual installments 
until the death of all his children and the 
youngest of his grandchildren had reached 
the age of twenty-one years, when the pay- 
ments were to cease and the corpus divided 
per stirpes among the then living de- 
scendants. 

There was a reservation, however, that 
the donor might, at any time in his life- 
time, alter, change or modify the trusts 
thus created but without the right to with- 
draw any part of the principal. This right 
of alteration was exercised on two occasions 
before the donor’s death in 1926. 

The Commissioner of Internal Revenue 
included the value of the trust in the gross 
estate of the donor for the purpose of de- 
termining the Federal Estate Tax, although 
it was conceded that the trust was not made 
in contemplation of death. It was argued 
by the executors that the right of alteration 
reserved left none of the economic benefit 
of the property to the donor and hence was 
nothing more than a naked right exercisable 
only for the benefit of his descendants. 
The Board of Tax Appeals, however, 
pointed out that the donor could have 
named persons other than his descendants 
as beneficiaries and also alter the shares of 
each descendant. Since there was a reserv- 
ation of power which could have divested 
any beneficiary of his or her share in the 
trust, this left the transfer incomplete and, 
therefore, subject to the tax. Accordingly, 
although the property might never be sub- 
ject to the beneficial enjoyment of the 
donor, there was nevertheless a reserved 
power to transfer to others which is clearly 
taxable. 
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FIFTH MID-CONTINENT TRUST 
CONFERENCE 

ARAPHRASING Tennyson’s_ well- 
IP| known lines, the recent fifth annual 

Mid-Continent Trust Conference at 
Detroit, very aptly suggested that “good 
and bad times may come and go, but Trust 
Service goes on forever.” To be sure, some 
semi-humorous allusions crept into the dis- 
cussions as to the advisability of common 
stocks as trust investments, but the major 
trend of the conference revealed an earnest 
application to the enduring and constantly 
improving functions of the corporate fi- 
duciary in protecting and conserving prop- 
erty and estates. Indeed, some of the 
addresses had a very timely application to 
present conditions in the stock market as 
emphasizing the need for conservatism and 
quality of service which reside in the proper 
kind of trust service and as a refuge for 
men and women of moderate or large means. 

The conference at Detroit was one of the 
most successful on record and since such 
regional assemblies of trust men have come 
into vogue. Deserving of particular men- 
tion were the well-timed remarks by Presi- 
dent John G. Lonsdale of the American 
Bankers Association, who brought the 
weight of his influence and experience to 
urging proper equipment and a more active 
coordination between the executive banking 
officers and the trust department. He 
minced no words in cautioning against in- 
stitutions which conducted trust depart- 
ments as feeders or “Orphan Annies.” He 
was equally emphatic in having trust com- 
panies and banks insist upon their officers 
and directors manifesting faith by having 
wills drawn naming their own institutions 
as executors and trustees instead of reneg- 
ing in that respect as has only too often 
occurred. 

The Mid-Continent Conference was under 
the joint auspices of the trust company and 
the national bank divisions of the American 
Bankers Association, testifying to the cor- 
dial cooperation which obtains between 
banks and trust companies in developing 
inquiry for constant improvement of prac- 
tice and sound principles of administration. 

The addresses presented at this confer- 
ence and a summary of discussions appear 
in this issue of TRusT COMPANIES and are 
deserving of careful reading. 
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SENATOR BURTON’S WILL 
NAMES TRUST COMPANY 


N the annals of the Republican 
‘I party, during the past generation, 

there is no worthier record for per- 
sonal achievement and high integrity of 
character than that which attaches to the 
name of the late United States Senator 
Theodore E. Burton, whose passing is 
mourned as a national loss. The confidant 
of presidents, regardless of their political 
parties, he was in truth the statesman type 
of politicians who never yielded to expe- 
diency, but held firm to lofty conceptions 
of public duty. 

The fact that Senator Burton’s will, when 
it was probated, disclosed that he had 
named the Guardian Trust Company of 
Cleveland, as executor of his estate, de- 
serves emphasis as an object lesson to men 
in private as well as public life. Senator 
Burton had a rare gift of prophecy, not 
only in political affairs, but also in eco- 
nomic and financial matters. In times of 
national financial emergency his counsel 
was always sought and respected. He 
looked ahead and it was this characteristic 
which prompted him to do what so many 
men fail to do, namely, to “‘put his house 
in order.”” His knowledge of financial mat- 
ters impressed upon him the superior value 
of enlisting trust company service in ar- 
ranging his private financial affairs. It was 
characteristic that he should have arranged 
his own funeral in detail. It is therefore not 
surprising to learn that his estate is confided 
to the administration of a trust company. 


Senator Burton left an estate valued at 
about $750,000. It would have been much 
larger if he had not given generously during 
his life to worthy claims upon his philan- 
thropy. In his will he disposes of a very 
considerable part of his estate to educational 
and charitable organizations including the 
Cleveland Community Fund. The bulk of 
his estate is divided into fourteen parts to 
be held in trust fer the benefit of nieces and 
nephews. It is also interesting to note that 
in addition to naming the Guardian Trust 
Company he also names one of its assistant 
treasurers as co-executor. This designation 
of the trust company and of one of its 
officers is further proof of the testator’s 
foresight. 
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STOCKS AS TRUST 
INVESTMENTS 


S the present year draws to a close 
there is added stimulation for those 

engaged in developing trust service, 
in the fact that the inherent merits of fidu- 
ciary protection stand forth in clearer relief 
in times of readjustment such as that pre- 
cipitated by the recent drastic collapse in 
stock prices. Those who have seen their 
estates shrivel in value and in many cases 
wiped out completely by the crash in stock 
market prices, are now prone to lend a more 
willing and appreciative ear to the pro- 
tection afforded by trust service, the crea- 
tion of living trusts, insurance trusts, cus- 
todian accounts and other fiduciary safe- 
guards. Those who have families and de- 
pendents are thinking more solemnly of the 
obligation to write wills and place their 
estates in trustworthy hands, assuring the 
maximum of human guarantee against 
catastrophic collapse of stock values. This 
is indeed the “open season” for bringing 
home the message of trust service. 


Some of the leading life insurance com- 


panies have recently sent out circular ad- 
vices to underwriters and field men, telling 
them that this is a most propitious and the 
psychological time to convince prospects of 
value of life insurance. The example is one 
which may be impressed with even greater 
emphasis upon all those engaged in trust 


work or solicitation. At the same time the 
stock market break cannot fail to give 
trust men a more profound conception of 
their responsibilities and the necessity of 
adhering to conservative and approved poli- 
cies of diversification in the investment of 
trust funds. 

For one thing, trust officers will have a 
respite from importuning and complaining 
beneficiaries who clamored for larger returns 
and enhancement of principal to which they 
fondly believed themselves entitled, until 
recently, in comparing return from fixed- 
income bearing securities with the flight of 
stock market values. The wise professors 
and other self-appointed critics who attack- 
ed trust administration because of its con- 
servatism and hesitancy in giving wider 
latitude to trust investments so as to in- 
clude common stocks, will doubtless hold 
their peace for some time to come. We are 
not likely to hear so much discussion at 


trust conferences as to the advisability of 
loosening restrictions on legal investments 
for trust funds. 

An article in this issue of Trust Com- 
PANIES by Arthur W. Loasby, chairman of 
the Equitable Trust Company of New York, 
entitled “You Can’t Afford to Die in a Bear 
Market,” contains some very wholesome 
food for thought. He directs attention to 
gleanings of fact derived from recent sur- 
veys regarding the composition of estates of 
New Yorkers, showing that an average of 
49 per cent of assets of the entire estate 
comprises stock holdings and the fact that 
lack of cash and safety trust provisions, 
caused great shrinkage in value, chiefly be- 
cause of enforced sale of prime assets to 
meet tax and other immediate expenses. 
Further investigation would doubtless reveal 
even more serious dwindling of the value of 
estates where such large proportion of assets 
consisted of stocks. The lesson derived 
from the latest collapse of stock prices is one 
which should give strong impetus to the 
writing of sound wills and the creation of 
trust agreements, which substitute mature 
trust company management and protection 
for the whims of individual judgment. 
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MID-WINTER TRUST CONFER- 
ENCE AND BANQUET 


HE eleventh annual mid-winter trust 
conference under the auspices of the 

Trust Company Division, American 
Bankers Association, and which is na- 
tional in scope, will be held in New 
York City, February 18, 19 and 20 at the 
Hotel Commodore. John C. Mechem, Vice- 
president, First Union Trust and Savings 
Bank of Chicago, president of the division, 
has announced that the conference will dis- 
cuss the most approved methods of settling 
estates and administering trusts and will 
deal with current problems of fiduciary 
service. Invitations will be sent out to 
more than four thousand trust companies 
and banks doing a trust business. 

The nineteenth annual banquet of the 
trust companies of the United States will 
be held the evening of February 20 at the 
Hotel Commodore in conjunction with the 
conference. Arthur W. Loasby, chairman 
of the board, Equitable Trust Company, 
New York City, will serve as chairman of 
the banquet committee. 
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RECORD-BREAKING YEAR FOR 
TRUST SERVICE 


if N the course of his address at the 
at recent annual meeting of the Trust 

Company Division of the American 
Bankers Association, the retiring president 
Mr. Arthur V. Morton said: “There is every 
indication that 1929 will go down in the 
annals of corporate fiduciary service as a 
record-breaking year, both in the volume of 
accumulated wealth entrusted for conser- 
vation and in the number of Americans who 
have named trust companies and trust de- 
partments of banks in their wills to settle 
their estates.” 

This prediction has been amply confirmed 
by results thus far disclosed. While banking, 
investment and other departmental func- 
tions of banks and trust companies may be 
hit by fluctuations in business or severe de- 
clines in stock prices, the volume of trust 
business and of earnings in the trust depart- 
ment show a distinct tendency to increase 
during periods of readjustment or of possible 
depression. The immediate outlook for 
trust business is, therefore, more reassuring 
than it was before the stock break. 


Including the accumulations of national 
banks conducting trust companies it is safe 
to say that there is today over 25 billions of 
estate and trust funds in the custody and 
under administration of corporate fiducia- 
ries in the United States. Where official 
figures are available as in Pennsylvania and 
Massachusetts reports for the current year 
show unpredecented increase. In Pennsyl- 
vania alone there has been an increase of 
$616,490,000 reported by trust departments 
of trust companies and banks for the 
twelve months ended October 4, 1929, 
bringing the aggregate of trust funds to 
$4,315,164,000 and with corporate trusts 
aggregating $6,171,197,000. The figures 
compiled for trust departments of national 
banks show as of last June a total of 
$5,237,000,000 in individual trusts. 

According to a survey made by the Trust 
Company Division of the American Bank- 
ers Association there was an increase of 49 
per cent in the number of appointments of 
trust companies as executor and trustee for 
year 1928 as compared with the preceding 
year. Advices from various sources indicate 
that the crop of wills drawn up this year, 
naming trust companies and banks, will be 
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the greatest on record. Probate court re- 
turns likewise show a marked increase in the 
number of trust companies and banks ap- 
pointed as executors and trustees under will, 
as compared with individual appointments, 
evidencing a pronounced public trend to- 
ward corporate fiduciary management. 

Life insurance and business trusts con- 
tinue to offer the most inviting field for 
active development of trust service. The 
opportunities for cooperation with insurance 
underwriters in this field are most interest- 
ingly set forth in a recently published 
bulletin issued by the committee on insur- 
ance trusts of the Trust Company Division, 
A. B. A., which is to shortly hold a meeting 
in Pinehurst, under the chairmanship of 
C. Allison Scully, to formulate plans for 
more aggressive action on a nationwide 
scale. It is estimated that more than 
$2,000,000,000 of life insurance is now under 
protection of trust agreements and that. 
complete returns for the current year will 
witness an increase to nearly three billions. 
As evidencing the need of tying up trust 
service with savings, and the effect of stock 
market speculation on the latter, there is the 
report of the savings bank division of the 
American Bankers Association showing a 
decrease in deposits of the nation’s savings 
bank of $195,000,000 for the year ended last 
June 30th and representing the first re- 
cession in savings in twenty years. 
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NATIONAL BANK RESOURCES 


HE latest compilation of the Comp- 
'T troller of the Currency, based upon 


October fourth financial statements 
of the 7,473 national banks in operation in 
the country, shows aggregate resources of 

27,924,310,000, exceeding by $484,082,000 

the amount reported by 7,536 banks asof 
June 29, 1929. As compared with returns 
for October third, 1928, there is shown a 
decrease in resources of $1,001,170,000 and a 
decrease in deposits of $1,103,314,000 and 
with deposits aggregating $21,901,997,000. 
Loans and discounts amount to $14,961,- 
877,000, representing increase of $160,747,- 
000, as compared with June figures. In- 
vestments in U. S. government securities 
amount to $2,704,874,000, a decrease of 
$98,986,000 since June. Other bond and 
stock investments amount to $3,741,014,000 
a reduction of $111,661,000. 
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THE DECLINE IN BANK STOCKS 


NFLUENCED by the break on the 
IT big exchange the market value of bank 

and trust company shares in New 
York experienced a decline which in many 
instances exceed, in proportion to quoted 
prices, the drop in industrial and other shares 
listed on the New York Stock Exchange. 
At their lowest levels the average of New 
York bank stocks were selling at about two 
times book value as compared with four 
times book value two months previous. 
Some of the largest and most successful 
banks and trust companies were among 
those suffering the most severe decline, 
showing a deterioration in market prices 
which was utterly regardless of book value, 
dividends and indicated yields and earnings. 
While the descent was most pronounced in 
New York the general market for bank and 
trust company shares throughout the coun- 
try also experienced weakness. Taken as a 
whole the list of New York bank and trust 
stocks was forced down approximately 45 
per cent from the high level recorded in 
September. 

This experience in bank stocks may be at- 
tributed in the first instance to the pro- 
nounced period of speculative activity which 
sent prices of individual shares up regardless 
of earnings or book values. Such speculation 
was encouraged by the general trend toward 
reduction of par value of bank stocks to as 
low as $10 a share in many instances. Num- 
erous mergers and reports of new alignments 
in banking control fanned the speculative 
mood and there existed, therefore, a close 
bond between factors governing the general 
stock market and the market for bank 
stocks. Attention should also be directed to 
the great increase in number of dealers in 
bank stocks, the formation of cliques and 
organization of pools which assumed “po- 
sitions” in driving up now one and then 
another stock. 

The moral of the severe decline in bank 
stocks is that speculation in bank and trust 
company shares should be discouraged as 
far as possible. A large volume of such 
stocks was held in weak hands and doubtless 
many of such holdings were sacrificed to pro- 
tect margin accounts. That such holdings 
have been eliminated is a source of greater 
strength in the bank stock market. That 
these shares will be among the first to re- 
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cover on the basis of investment and pro- 
spective value, may be accepted as a fore- 
gone conclusion. So far as earning power 
and management of banks and trust com- 
panies are concerned, there have been no 
change. It is quite possible, however, that 
the merger movement among banks and 
trust companies will not be so pronounced 
as it has been in recent years. 
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BANKS PROHIBITED FROM BOR- 
ROWING SECURITIES FROM 
TRUST DEPARTMENT 


N answer to an inquiry as to whether 

I it would be illegal or unethical for a 

national bank to borrow Government 
securities from its trust department for the 
purpose of obtaining loans thereon at a 
Federal Reserve Bank, the Federal Reserve 
Board has ruled that such practice would 
violate not only the provisions of the 
Federal Reserve Act but also well estab- 
lished rules of equity jurisprudence. 

The Federal Reserve Board, in the latest 
issue of the Federal Reserve Bulletin, makes 
the following statement: ‘In the opinion 
of the Federal Reserve Board, such a prac- 
tice would be both illegal and unethical. 
It would be illegal because it would violate 
that provision of section 11(k) of the 
Federal Reserve Act requiring national 
banks to segregate all assets held in any 
fiduciary capacity from the general assets of 
the bank, and because it would violate the 
well-established rules of equity  juris- 
prudence, forbidding a trustee to use trust 
funds or assets for his own benefit. It would 
be unethical for obvious reasons. 

**It was suggested that bonds in the trust 
department might be loaned to the bank if 
other securities are pledged with the trust 
department, in view of the following pro- 
vision of section 11(k) of the Federal 
Reserve Act: 

Funds deposited or held in trust by the 
bank awaiting investment shall be carried in 
a separate account and shall not be used by 
the bank in the conduct of its business unless 
it shall first set aside in the trust department 
United States bonds or other securities ap- 
proved by the Federal Reserve Board. 

“That provision, however, applies only 
to trust funds awaiting investment and 
clearly does not apply tosecuritiesin which 
trust funds have actually been invested.”’ 
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LESSONS DERIVED FROM STOCK MARKET CRASH 


CONSTRUCTIVE FORMULA FOR PROTECTION OF PUBLIC AND 
SECURITY MARKET OPERATIONS 


FRED I. KENT 


Member of Board of Directors of The Bankers Trust Company of New York and Chairman Commerce 
and Marine Commission of the American Bankers Association 


(Eprror’s NOTE: 


To restore public confidence, maintain a free open market for se- 


curity operations and to surround the delicate mechanisms of finance and credit with 


inviolable safeguards 
ciers of sound judgment and foresight. 


such are the tasks which challenge American bankers and finan- 
The recent Stock Market break was the most 


severe in the financial history of this country and its ramifications more widespread 


than ever before witnessed. 


But as causes and lessons emerge more clearly, there is 


bound to come a new order, seeking by means of close research and cooperative effort to 
prevent the recurrence of “false prosperity.” 
of protection, which Mr. Kent brings.) 


SITUATION such as that which de- 
veloped in the recent panic sale of 
securities in the United States is one 
where the welfare of the people requires the 
application of good judgment in weighing ex- 
perience and knowledge through research, 
of what has happened by those competent 
to earry it out without prejudice, political 
bias or unfortunate publicity. The great 
question of the moment is what can be done 
to add further safety to our security deal- 
ings while maintaining a great open mart- 
ket that will enable industry to expand as 
it should, continue the employment of labor 
and allow those who desire to buy and sell 
stock to do so on the soundest possible basis. 
Reviewing the circumstances which led up 
to the recent great market break we find 
that sound business growth was at the bot- 
tom of the normal rise in the price of se- 
curities; that politics as exercised in the 
eapital gain tax prevented sales of securi- 
ties which would have acted to hold the 
prices within bounds; that uncertainties 
caused by political bloes in Congress changed 
a forward looking national psychology into 
one of uncertainty; that new securities were 
created and issued more rapidly than the 
public could absorb and that their inclusion 
in brokers’ loans and other security loans 
was not intelligently understood; that cer- 
tain of these forces worked to create high 
prices for securities and others to undermine 
such prices after they had been attained. 


Recommendations for Protection of Public 

Suggestions for consideration in develon- 
ing a better protection for the public in con- 
nection with Stock Exchange operations, may 
be briefly summarized as follows: 


That is the message, plus actual formulas 


(1) Legislation removing the Federal Tax 
on capital gain and that in New York State 
and any other states where such a tax may 
be in force. The American Bankers Associa-— 
tion after careful study saw clearly the 
menace that lay within a tax upon capital 
gain and recommended its abolishment in 
1928. 


(2) Take the tariff out of politics insofar 
as is humanly possible. Practically this 
would not be difficult of accomplishment. 
Politically it undoubtedly will be. 

(3) Create a Joint Committee of the New 
York Clearing House and Stock Exchange 
whose duty it shall be to develop a basis of 
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value upon which margins for stocks should 
be figured from time to time on the prin- 
eiple of net earning percentage to price 
which would represent interest return and 
having due regard to current and near fu- 
ture money values and in the case or new 
issues on clearly defined prospects. 

(4) Require changes in methods of book- 
keeping of all houses which buy securities 
for distribution in such manner as to en- 
able them to report to the Stock Exchange 
and enable the banks to report to the Fed- 
eral Reserve System total loans that repre- 
sent funds obtained for the purpose of: car- 
rying securities for distribution. 

(5) Create a Joint Committee of the New 
York Clearing House and Stock Exchange. 
the lenders and the borrowers, to pass upon 
the listing of contemplated new security is- 
sues on the basis of the figures showing the 
progress of total loans obtained for the pur- 
pose of carrying securities for distribution, 
together with the general conditions which 
prevail in the money market. 

(6) An exhaustive research carried on 
under the auspices of the Federal Reserve 
Bank of New York with the cooperation 
of the New York Clearing House and the 
Stock Exchange of our money market havy- 
ing in mind all the questions involved that 
have a bearing upon the sources of supply, 
both domestic and foreign, the methods of 
use, the market for bankers’ acceptances, 
and the requirements of agriculture and in- 
dustry, to be followed by recommendations 
for such changes in procedure, if any, as 
may be found to be necessary for the pub- 
lic good. 

The suggested changes in procedure are 
not presented with the recommendation that 
they be accepted now but are offered for the 
purpose of showing that there may be ways 
and means which can be made effective to 
better protect financial operations having to 
do with the purchase and sale of securities 
in our great market. 


It is fully realized that the research that 
is recommended if carried out may clearly 
show that entirely different methods of pro- 
cedure might accomplish better results. There 
would seem to be no question whatsoever 
but that without research the best means to 
move forward constructively in the main- 
tenance of great broad markets for securi- 
ties cannot be determined. 


Marvelous Exhibition of Underlying Soundness 

Those who would sell America short do 
not know their country and they would sell 
to lose. It was truly a marvelous exhibi- 
tion of the intrinsic soundness of American 


TRUST COMPANIES 





securities, when during the height of the 
recent great drop in the prices of securities, 
there was witnessed the repayment of $1,- 
752,000,000 of outstanding brokers’ loans in 
two weeks without a default. It is an ac- 
complishment almost beyond conception and 
adds to the prestige of all concerned bank- 
ers, brokers and our great Federal Reserve 
System. 

This record of repayment also speaks for 
the soundness of American industry whose 
securities furnished the collateral back of 
the loans and of the confidence of the great 


New York bankers in that soundness and 
their great faith in our country. When 


“others” were cashing in their loans to the 
amount of $1,380,000,000 in the week of Oc- 
tober 30th, and out-of-town banks were eall- 
ing their loans to the amount of $707,000,000, 
New York bankers increased their own com- 
mitments by $992,000,000. Further they 
stepped into the market and saved a general 
collapse by purchasing outright the securi- 
ties of industry thereby saving millions of 
our people from the Atlantie to the Pacific 
from needless loss that would otherwise have 
ensued. They have met their trust as no 
monetary emergency in history has ever been 
met before. 

Margins that were demanded for advances 
against securities were clearly sufficient to 


protect the lenders but were they great 
enough to protect the borrowers? If the 


base value of securities upon which margins 
are figured had been at a point slightly be- 
low attractive investment prices measured 
by the interest value of current earnings 
against price is it not probable that the 
tragedy of those who were sold out would 
have been avoided? To be sure buyers of 
stocks themselves demand the highest base 
they can obtain, but is it not possible that 
the greater protection should be forced upon 
them? 


Where Greatest Losses Were Sustained 


The popular idea that people of small 
means were the principal losers in the recent 
markets should be dispelled. Great numbers 
of such buyers of securities realized their 
paper profits. Others still own securities 
purchased outright, and if they are stocks 
of sound corporations they will be profitable 
as time goes on. Many had to be sold out, 
but the great losses were taken by those 
who had from $100,000 to many millions in 
the market and who saved nothing, or little. 

There is very positive evidence that dur- 
ing the last few weeks the issuance of new 
securities has been the dominating feature 
of progress in brokers’ loans. Take for in- 
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stance the increase in brokers’ loans which 
occurred on September 25th, of $192,000,000. 
There had been real evidence of stock liqui- 
dation during this week which could have 
been expected to result in a decrease in brok- 
ers’ loans, but this was offset through the 
carrying in part of new capital issues which 
came out that week that amounted to $241,- 
501,000. 

Further liquidation developed between 
September 25th and October 9th that in it- 
self should have resulted in a tremendous 
decrease in brokers’ loans and yet they only 
fell off in the two weeks $48,000,000 clearly 
because during this same period new secur- 
ity issues were floated amounting to $299,- 
923,000 and rights were taken up which re- 
quired many many millions more. 


Enigma of Brokers’ Loans 

It is inconceivable that investment bank- 
ers would have been willing to attempt to 
float new securities under the conditions 
which existed if they had been aware of 
them but brokers’ loans have been an enigma 
and their composition has not been under- 
stood. 

The weekly issuance of the total has been 
spectacular as was stated by the American 
Bankers Association but it has carried with 
it no intrinsic knowledge of the nature of 
the developments that resulted in the total. 

The fact that when the great liquidation 
of brokers’ loans came about and that in 
two weeks in round figures $1,700,000,000 of 
such loans were paid did not mean that 
this amount of loans was entirely the result 
of speculation as securities which were pur- 
chased for distribution that were being car- 
ried in brokers’ loans were sacrificed as to 
price and sold, together with other securi- 
ties which were being carried. 

It is interesting, important and valuable 
to note what happened in connection with 
the great market break of Tuesday, October 
29th. On one hand we had the business 
interests of the country, who in their de- 
sire to protect the people from loss and 
eatastrophe and to enable the continuation 
of production on a basis necessary and valu- 
able to every citizen, be he rich or poor, went 
into the market and bought stocks before 
they had reached what might be called a 
current business market investing level with 
the certain feeling that for the moment they 
must meet with loss. On the other hand 
what of the politicians? An announcement 
appeared in the paper Tuesday morning, Oc- 
tober 29th, that the governor of the state 
of New York had said that the next inves- 
tigation would be a public utility investiga- 


tion. Was there anything helpful about that 
in an unfortunate emergency situation? A 
senator from Iowa was quoted as calling 
attention to the fact that the situation that 
was developing might result in bankruptcy 
of the banks. Was there anything helpful 
about that to the American people. 
Justification for Stock Rise 

That there was justification for a great 
rise in the Stock Market over the period is 
clearly seen in the study of index numbers 
bearing upon production. For instance fac- 
tory production on a base that 1923-1925 
equaled 100 was 94 in 1924, 117 in January 
1929, and 122 in September 1929. Mineral 
production was 96 in 1924, 117 in January 
1929, and 118 in September 1929. Freight 
ear loadings were 98 in 1924, 92.4 in Janu- 
ary 1929, and 123 in September 1929. Whole- 
sale trade was 98 in 1924, 101 in January 
1929, and 99 in September 1929. Farm prices 
were 96.6 in 1924, 95.9 in January 1929, and 
101.7 in September 1929. Weekly earnings 
of labor were 98.9 in 1924, 105.6 in January 
1929, and 105.1 in August 1929. Department 
store sales were 99 in 1924, 105 in January 
1929, and 123 in September 1929. Electric 
power production was 98.1 in 1924, 164.3 in 
January 1929, and 159.5 in September 1929. 
Electric power gross revenue was 99.4 in 
1924 and 162 in January 1929. 

No one can deny that this showing par- 
ticularly in connection with the electric pow- 
er industry clearly warranted higher prices 
for securities. The electric power industry 
expanded enormously on a sound basis be- 
cause of the new uses for power that have 
come from inventions such as electric re- 
frigerators, and many similar devices that 
have resulted in the utilization of power in 
an increasing number of homes and in con- 
stantly growing amounts. Consolidations 
also resulted in greater economy in opera- 
tions. 

During this period our foreign trade has 
also developed soundly. Our exports in 1924 
were $4,834,000,000, in 1928 $5,334,000,000. 
Our imports in 1924 were $3,952,000,000, and 
in 1928 $4,497,000,000. By and large, there- 
fore, there is not the slightest doubt but 
that increasing security prices in important 
percentages were sound and that they were 
justified based on business conditions, al- 
though in 1929 commodity buying against 
paper profits has undoubtedly been super- 
ficial. 

Direct Causes of Market Crash 

The direct and particular forces which 
caused the tremendous crash in prices were 
first capital gain taxes which prevented re- 
adjustment of investmerits as prices reached 
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a point where men would otherwise have 
sold certain of their stocks and naturally 
would have invested the proceeds in bonds. 
This resulted in the security market going 
forward too fast and caused stagnation in 
the bond market. Second, fear engendered 
in the mind of the business public by the 
action of the coalition bloc in Congress in 
connection with the tariff bill. The activi- 
ties of this bloc and their methods aroused 
a feeling of uncertainty on the part of in- 
dustry and uncertainty is the most difficult 
thing for business to face. 

Net national income has been estimated 
by some statisticians as being about $90,- 
000,000,000 for the last few years but a 
eareful study of this subject made by the 
National Industrial Conference Board re- 
sulted in figures showing that the national 
income in 1924 was $70,768,000,000; in 1925, 
$77.313,000,000 ; in 1926, $78,649,000,000, and 
in 1927, $76,386,000,000. The figure for 1928 
could only be estimated based upon matter 
in hand at the moment but it is expected 
that it will be about $76,000,000,000. This 
figure has been fairly steady but its buying 
power has increased as commodity prices 
have decreased. 

The utilization of this tremendous sum 
by the American people is of interest. We 
will eliminate the ins and outs of foreign 
funds in our analysis. New capital flotations 
in 1924 including domestic and foreign were 
$5,593,179,000. They increased every year 
to 1928 when the total was $8,050,315,000. 
But in the first nine months of 1929 the 
total was $8,419,224,000. Of this tremendous 
increase in 1929 $2,000,000,000 represented 
investment trust securities. The total of new 
issues for the five years previous to 1929 
was $33,984,014,000. 


Increase in Deposits and Security Loans 


Total savings deposits June 30, 1924 were 
$21,188,734,000. June 30, 1928 they were 
$28,412,961,000, an increase of $7,224,227,000. 
Individual bank deposits June 30, 1924 were 
$19,875,035,000. June 30, 1926 they were 
$22,786,303,000. Savings deposits therefore 
increased $7,224,227,000 and individual de- 
posits $2,911,268,000 or a total of $10,135,- 
495,000, or roughly 2% per cent of the $379,- 
116,000,000 net national income for the five 
years went into increased bank deposits. 
Eliminating individual deposits or loans may 
have accounted for their increase, we find 
the increase in savings deposits was 1.8 per 
cent of income for the period. Brokers’ 
loans increased during this period by $2,452,- 
000,000 and members bank loans against se- 
curities in the leading cities $2,893,512,000, 


a total of $5,345,512,000. Therefore of the 
$33,984,014,000 in new securities issued dur- 
ing the five years only $28,638,502,000 were 
figuratively purchased outright from earn- 
ings or 7.6 per cent of national income. 
Savings deposits plus new securities ab- 
sorbed therefore represented 9% per cent 
of national income. 

The increase in brokers’ loans meant in 
effect that only 7 per cent of new security 
issues had not been distributed allowing for 
normal replacement in brokers’ loans of new 
securities by outstanding securities, and in- 
cluding bank loans against securities 15 
per cent, but not allowing for increased 
prices of stocks. 

A Different Picture in 1929 

The picture in 1929 is quite different. Ac- 
cepting the first nine months national in- 
come of 1929 on a basis of $78,000,000,000 
a year we have $58,500,000,000 for the nine 
months. We find that individual bank de- 
posits decreased $410,722,000 to June 30, 
1929, that savings bank deposits decreased 
$195,305,000 to June 30, 1929, thus leading 
to the belief that the purchase of securities 
required utilization of bank balances already 
accumulated in 1929. Then added to this 
situation we find that for the first nine 
months of 1929 new _ securities issued 
amounted to $8,419,224,000 whereas brokers’ 
loans increased during this same period $1,- 
700,000,000 or about 20 per cent of the value 
of new issues. In other words whereas the 
increase in brokers’ loans for the five years 
of 1924 to 1928 inclusive was about 7 per 
cent of new security issues for the first nine 
months of 1929 it was 20 per cent. 

Accepting the proportion of 9% per cent 
of national income that was seemingly avail- 
able for investment in new securities and 
increased savings deposits for the five years’ 
period as fundamental and applying it to 
the estimated national income of $58,500,000.- 
000 for the first nine months of 1929 and 
we find that $5,557,500,000 was all that 
could be utilized for investment purposes. 
The new security issues of $8,419,224,000 
were therefore $2,811,724,000 in excess of 
the $5,557,500,000 available from national in- 
come for the nine months of 1929. But dur- 
ing this time rights were taken up amount- 
ing to the huge sum of $2,884,628,908, which 
represented in effect new stock issues. There- 
fore the total of new securities issued the 
first nine months of 1929 was $11,303,652,906, 
or 20 per cent of national income for the 
period. As brokers’ loans only increased $1,- 
700,000,000 the balance must have come from 
abroad and from increased bankers’ loans 


(Continued on page 705) 


631 





CAUSES OF DRASTIC STOCK MARKET BREAK AND 
THE REASSURING OUTLOOK 


RETURNING TO SOUND ECONOMIC FORMULAS AND INTRINSIC VALUES 


RALPH E. BADGER, Ph. D. 
Vice-president, Union Trust Company of Detroit, Michigan 





(Epitor’s Note: In the preparation of this article for Trust CoMPANIES, Mr. Badger 
was assisted by Carl F. Behrens, Economist for the Union Trust Company of Detroit. 
The article envisages the causes which by successiwe steps led up to the recent violent 
break in the Stock Market, and the reactions up to the close of the first week in Novem- 
ber. The authors frankly face the facts of the present situation and deduct therefrom 
the sanguine conclusion that no real wealth has been lost or destroyed, that business 
and industry are basically sound, that the banking system has rendered excellent account 
and that necessary readjustments provide a more enduring basis for genuine prosperity.) 


NVESTORS as well as students of finance 
may be interested in comparing the course 
of stock prices during the three week pe- 

riod just closed with other major declines in 
stock prices since the year 1897. History 
records five other major declines during this 
thirty-two year period. 

The year 1903 witnessed a decline begin- 
ning in February and ending in November 
which carried the Dow-Jones Industrial av- 
erages from approximately 75 to a low point 
of approximately 42.5. The percentage de- 
cline here was 43.4 but the period required 
for this movement was about ten months. 
During the years 1906-1907 the industrial 
averages declined from a high in January, 
1906, of about 103 to a low in November, 
1907, of 53. Over this twenty-three month 
period the aggregate decline amounted to 
49.5 per cent. Another major decline was 
initiated in the latter part of 1912, but did 
not develop into serious proportions until the 
middle of 1914. Between June and Decem- 
ber of 1914 the Dow-Jones Industrial aver- 
age declined .rom 81.84 to 53.17, the per- 
centage decline amounting to 36... 


Drastic Nature of Sales Stock Decline 


It will be recalled that the Great War 
broke out in August of 1914, and that the 
Stock Exchange was closed from August to 
December. The behavior of stock prices at 
this time, was, therefore, subject to influ- 
ences of a non-financial nature. The same 
may be said of the recessions in values that 
occurred from November, 1916, to December, 
1917. The 1920-21 bear movement, however, 
was distinctly financial in character. The 
Seriousness of this movement is indicated by 


a drop in the Dow-Jones averages from a 
high of 119.62 in November, 1920, to a low 
of 63.90 in August, 1921, a shrinkage in the * 
industrial stock average of 46.5 per cent. 
From August, 1921, until September, 1929, 
the Dow-Jones Industrial stock index rose 
from 63.90 to 381.17 with only minor reac- 
tions of small relative proportions and for 
the most part technical in character. Within 
the past five weeks, however, a decline oc- 
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curred which carried the industrial aver- 
ages from 381.17 to 230, a shrinkage in 
values amounting to 40 per cent of the pre- 
vious high. The drastic nature of this de- 
cline becomes more apparent when one re- 
calls that the major portion of the movement 
was confined to a period of less than two 
weeks. Other severe downward movements 
in stock prices, subsequent to the Civil War, 
occurred in 1873 and 1884. If one consid- 
ers both the time element and the amplitude 
of the movement, however, none was SO se- 
vere as the 1929 stock panic. 

Analysis of economic phenomena is the 
more interesting because no two situations 
are alike in all respects. Controlling fac- 
tors constantly appear in new combinations 
and with different emphasis. Business men, 
bankers and economists differ among them- 
selves in the proper interpretation of these 
underlying forces, and in the main, human 
psychology often overbalances cold reason. 
Consequently major movements in stock val- 
ues almost invariably go too far in one di- 
rection before a reversal occurs. During 
the progress of such movements basic con- 
ditions change slowly, but culminate and be- 
come powerfully effective when a given mar- 
ket terminates. This is especially true at 
the end of a bull market, with the result 
that the down swing is usually swift and 
drastic. 

The present situation has emphasized all 
of these facts. In the first place, unlike any 
other known crisis, the recent long cyclical 
advance in stock prices was abruptly halted 
and followed by one of the worst breaks 
ever recorded at a time when credit and 
banking conditions were thoroughly sound, 
when only a very slight falling off in busi- 
ness had been recorded, when no inventory 
or price inflation was in evidence, and when 
domestic and foreign political conditions 
were generally favorable. 


Business and Credit Situation Basically Sound 

The fundamental soundness of the gen- 
eral situation at November 1, 1929, is indi- 
cated by the following facts. The combined 
Federal Reserve ratio was 69.8 per cent 
at November 6, 1929 compared with 67.1 per 
cent on November 7, 1928.1. Excess reserves, 
exclusive of additional gold that might have 
been withdrawn from circulation and re- 
placed by Federal Reserve notes, amounted 
at November 6, 1929 to approximately one 
and a half billions. Aggregate member bank 
borrowings, at Federal Reserve banks had 
averaged below a billion dollars for several 
months prior to November. 


1The average Federal Reserve ra‘io for the en‘ire year 1920 
was 41.5 por cent. 
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Not only were credit conditions fundamen- 
tally sound but there had been no inflation 
either in respect to commodity prices or in- 
ventories. The United States Bureau of La- 
bor, revised index of wholesale prices stood 
at 98 at the close of August, 1929 (1926= 
100 per cent). Based on 19138 prices this 
index stood at 140.2, which is virtually the 
low point since the post-war inflation set 
in. Recent financial statements of leading 
corporations exhibited an extremely favor- 
able cash position and only a normal inven- 
tory position. The various indices of indus- 
trial activity recorded production and con- 
sumption as having been maintained at ley- 
els somewhat above normal for the past 
year, with a slight downward tendency noted 
since May, 1929. The downward movement 
in business during recent months, has, how- 
ever, been slight and gave no evidence of a 
drastic recession. For example: the Annal- 
ist Index of Business Activity stood at 108.8 
for May, 1929 and at 105.9 (preliminary) in 
September. Car loadings for as late as the 
week ended October 26, 1929 were 1,133,810 
contrasted with 1,162,974 for the same week 
in 1928 and 1,112,816 for the similar 1927 
period. 


What Were the Causes of the Recent Stock 
Debacle? 

In the face of this evidence it may well 
be asked, what were the real causes of the 
1929 “Prosperity Panic?’ Difficult as it is 
to predict the time and intensity of move- 
ments in stock values it is always easy to 
analyze causes for events once they have 
occurred. 

A brief retrospective view of the situation 
during the past six years emphasizes the 
following facts. The investment value of 
high grade common stocks has received wide- 
spread publicity. Overabundance of bank- 
ing reserves, and a series of reductions in 
the discount rate of the New York and 
other Federal Reserve banks, culminating 
in a rate as low as 3 per cent in 1924, greatly 
facilitated the use of borrowed money for 
carrying stocks. Heavy gold imports dur- 
ing the years 1926 and 1927 continued the 
ease in credit conditions and further en- 
couraged the use of borrowed capital for 
purposes of security speculation. Gradually 
the idea became prevalent that business 
crises of the old order could not recur un- 
der our present banking system. Faith in 
the fundamental soundness of American in- 
stitutions and industry, and a belief that 
well managed concerns should inevitably 
grow led to a belief, especially evidenced 
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after 1927, 
regardless of current earnings or dividends. 
The new doctrine in essence, was that as- 


that stocks could be purchased 


set values, past or present earnings, and 
current dividends were of little or no value 
in determining the real worth of a stock, 
but that management and future prospects 
were the essential value determining fac- 
tors. 

On the basis of the preceding hypotheses 
the broadest bull market this country has 
ever known developed. The volume of trad- 
ing on the New York Stock Exchange in- 
creased from an average of 22,000,000 shares 
a month in 1922 to an average to date in 
1929 of 96,000,000 shares a month. People 
of all classes, occupations, ages became in- 
volved. As values increased less and less 
attention was paid to present earnings and 
dividends. Banks were called upon to loan 
more and more money on securities. From 
1922 to 1929 member bank credit outstand- 
ing increased from about $23,500,000,000 to 
approximately $36,000,000,000. About 75 per 
cent of this entire increase represented 
either loans against collateral and presum- 
ably made to finance security purchases or 
direct security purchases by the banks them- 
selves. At the time of the break it may be 
estimated that 60 per cent of all member 
bank credit outstanding was devoted to the 
financing of security purchases. 


New Theories of Banking and Financing 

In reality a new theory of banking had 
developed during the past two years. This 
theory in substance held that it was _ per- 
fectly proper for banks to loan heavily 
against collateral, presumably stocks, such 
loans to replace the old type of commercial 
loan. If a corporation needed additional 
cash why should it not issue “rights” to 
present stockholders instead of discounting 
its notes? Stockholders might easily finance 
the exercise of such rights by collateral 
loans. In this way banks were actually 
furnishing the required funds, it is true, but 
by discounting a number of collaterally se- 
cured notes instead of a relatively few com: 
mercial notes of the old type. 

In addition to the funds borrowed by in- 
vestors at banks rather large sums were 
borrowed in the call money market. The 
maximum figure for brokers’ loans was re- 
corded for the week of October 2, 1929, when 
such loans stood at $6,304,000,000. Before 
the present new era the essential source of 
call money was found at New York banks. 
More recently large funds have been di- 
verted to the call money market by “others.” 
Corporations with surplus funds, investment 
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trusts, the so-called “sold out bulls,’ and 
even conservative old time investors have 
used this market for employment of their 
funds. The return on such funds has been 
particularly attractive at times during the 
past year and a half. 


Interpretations of Call Money Market 

The behavior and economic effects of the 
call money market have recently been sub- 
ject to various interpretations. A substan- 
tial proportion of brokers’ loans during the 
past several years has probably been gener- 
ated by Stock Exchange operations them- 
selves. During a long rising market inves- 
tors sell stocks purchased earlier at lower 
prices. Reluctant to reinvest at then pre- 
railing high prices such individuals either 
loan the proceeds of their stock sales in 
the call market or purchase bonds or notes. 
Their choice will depend on the rate of 
return offered in the one market compared 
with the other. Insofar as the stock seller 
places the proceeds of this sale in the call _ 
market, to that extent has he provided the 
call funds necessary to finance stock pur- 
chases. 

If the feeling is prevalent that stock prices 
will continue to rise buyers will be willing 
to pay high rates for call money when neces- 
sary and others will require high rates if 
they are to be induced to give up their po- 
sition as owners of equities, or to refrain 


from becoming equity owners by loaning 
their funds instead of purchasing stocks. 


Under fairly static conditions there should 
be an equality of return in all markets ex- 
pect for variations in risk. It should be a 
matter of indifference whether one purchases 
stocks, buys bonds or makes loans in the 
eall market. A higher return in one market 
should only offset the elements of risk there 
involved as compared with the return in 
other markets. 

If this theory is correct the culmination 
of a bull market would be preceded by a 
fall in call rates and by an increase in brok- 
ers’ loans while stock prices remain station- 
ary or fall. This in fact was the precise 
situation during the latter part of Septem- 
ber and the first of October. Apparently 
many individuals sold stocks during that 
period to people who were willing to bor- 
row, the sellers themselves providing the 
added call funds necessary to finance such 
purchases. Similarly when stock prices re- 
main stationary or advance after a period 
of liquidation, and when brokers’ loans de- 
crease, the theory would be justified that 
former lenders had changed their position 
by becoming equity owners, having with- 
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drawn call money to make purchases for 
their own account. 


Significance Attaching to Broker’s Loan 
Totals 

On the basis of the above theory one might 
look for some evidence of the termination 
of the present bear movement in the relative 
behavior of brokers’ loans and the direction 
of stock prices. However, the impossibility 
of identifying sources of brokers’ loans, 
sources of stock buying, and the probability 
that some withdrawals of brokers’ loans may 
be made for purposes other than stock pur- 
chases all conspire to make use of the pre- 
ceding hypothesis difficult. 

Aggregate brokers’ loans at November 6, 
1929, stood at $4,882,000,000 as contrasted 
with the peak figure of $6,804,000,000. The 
latter amount corresponds closely with the 
level at which such loans stood during the 
month of May, 1928. At November 6, also, 
Dow-Jones averages for industrial stocks 
had dropped to approximately the point at 
which they stood during June of 1928. It 
would not appear at this point that there 
had been any substantial withdrawal of call 
loan funds for the purchase of stocks. This 
theory is further substantiated by the fact 
that New York banks during the week ended 
October 30th were required to increase their 
own loans by nearly one billion dollars, and 
by the end of the following week had not 
been able to recover more than one-half of 
this amount.? Action of the New York banks 
was apparently necessary in order to re- 
place heavy withdrawals for the account of 
others and to prevent an utter collapse of 
market values. The danger inherent in a 
market which is largely financed by outside 
lenders has frequently been pointed out. Re- 


cent experience has emphasized this dan- 
ger. 


Stock Prices Return to Economic Levels 

In addition to the diversion of an unwar- 
ranted amount of credit for the use of stock 
purchasers, which is quite a different situa- 
tion than that prevailng when bank credit 
becomes overextended to industry, stock val- 
ues had been lifted to levels that were un- 
warranted by their near term prospects. It 
is indeed a difficult task to say what a given 
stock is really worth. Possibly the stock 
of a well-managed public utility company is 
worth thirty times current earnings and 
forty times current dividends. But this can 
be true only on the assumption that earn- 
ings and dividends increase at a rate suffi- 
ciently rapid to warrant an appreciation in 
capital values at a more rapid rate than 


*This article went to press before publication of data for ithe 
week ended November 13, 1929. 
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the combined figure of cost plus carrying 
charges increases. In respect to this situa- 
tion, however, it must be recognized that 
the higher the price of a given stock, the 
higher the rate of carrying charges, the more 
rapidly the stock must advance in order 
merely to let the purchaser out even. The 
year 1929 probably witnessed prices too high, 
especially when coupled with 6 per cent to 
15 per cent call money, to afford reasonable 
prospects of further immediate capital gains. 
Like the proverbial Florida real estate boom, 
when buyers could not be found at higher 
prices, values had to fall to a level war- 
ranted by the economics of the situation. 


The decline once started brought on other 
consequences of a more serious nature. Un- 
til 1929 a 50 per cent margin in respect to 
standard stocks was regarded as conserva- 
tive. It still is, if the value of the stock is 
definitely predicated on a reasonable divi- 
dend and earnings ratio, but not if the value 
of the stock is discounting possible earnings 
five or ten years hence. The recent collapse 
in values came so rapidly that margin al- 
lotments, formerly considered impregnable. 
were quickly endangered, and lenders be- 
‘ame frightened. 

Heavy withdrawals were made from the 
eall market. Margin accounts were ruthless- 
ly sold, irrespective of values. The same 
may be said of many collateral loan accounts 
-arried at banks. The so-called liquidity of 
collateral loans was again demonstrated to 
be sure, but at a very heavy cost. One is 
almost justified in saying that the recent 
panic was a lenders’ panic, not a sellers’. 


What of the Future of Security Values? 

So much for the past. Our real interest 
today centers on the future. What will the 
effect of the recent decline in security values 
be and what may we expect in respect to fu- 
ture values? Undoubtedly there will be 
some retrenchment in business primarily in 
those industries which deal in luxuries. The 
automobile industry has for some months 
past faced the possibility of substantial cur- 
tailment for the coming season. The year 
1929 is witnessing a peak automobile output 
for all time. There is today a consumers’ 
surplus of automobiles, if not a dealers’ sur- 
plus, and most of the leading automobile 
manufacturers had laid plans prior to the 
prosperity panic for curtailed production 
during the first half of 1930. 

There will now be added loss in purchas- 
ing power because many have lost paper 
profits in the market. Such profits, how- 


ever, aS well as a substantial portion of pre- 


(Continued on page 749) 
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EXPLOITATIONS OF FINANCE WHICH CALL FOR NEW 
LINE OF LEGISLATIVE DEFENSE 


WHERE “GROUP POWER FROM WEALTH” HAS TURNED THE FLANK OF 
PROTECTIVE LAWS 


HON. FREDERIC M. SACKETT 


United States Senator of Kentucky and Chairman of Senate Committee on Expenditures 
in the Executive Department 


(EpiTor’s NOTE: 


It must be obvious that the recent debacle in 


the stock market, 


with its grim trail of losses and disillusionments, has created a restiveness in the public 
mind which is most likely to find expression in a demand for more rigid legislative 
restraint and exercise of supervisory power to prevent any repetition of speculative 


license. 


In the following discussion Senator Sackett indicates that Congress will address 


itself more seriously to problems of finance and groupings of capital which to all intents 
operate outside of restraints of law which have become obsolete in view of what Senator 
Sackett styles “the group power from wealth” as distinguished from “group power by 
agreement” against which earlier Federal restraints were directed.) 


UR American Government has always 

nurtured an idealistic strain. Our 

national policy has constantly sought 
equality of opportunity for its people and 
protection of the weak against the strong. 
It has provided laws to discourage preda- 
tory effort of the unprincipled in finance and 
there has been a definite mission toward the 
betterment of conditions of our people in its 
national legislation. While we were a debtor 
nation before the World War the legislative 
restraints which our exigencies required, 
were exercised in crushing group power 
when exercised by agreement, against the 
common weal. 


Changed Aspects of Business and, Legislation 

To particularize, for instance, we passed 
the Sherman Act to prevent agreements in 
restraint of trade. The dangers that we saw 
—dangers that menaced those unable to pro- 
tect themselves, lay in the fact that men or 
companies of means could combine through 


agreements among themselves. They were 
called agreements in restraint of trade and 
were effective to control the price and dis- 
tribution of commodities and thereby levy 
the tribute of undue profit upon the weak 
for the benefit of the financially powerful. 
The Sherman Act was the legislative preven- 
tive and rendered the individual units co- 
operating in such undertakings punishable 
by indictment. 

The same general principle was involved 
in the establishment of the Interstate Com- 
merce Commission under the Transportation 
Acts which served to hold in check the rail- 


road systems of the country and assure 
equality of benefits to all users of those 
systems. Each railroad is controlled as a 
separate entity; it is subject to the commis- 
sions orders; industry is assured equal rates 
and their services are given supervision to 
the end that public, and not selfish, inter- 
ests shall be promoted and protected. 

Either our state or national legislation 
gave like assurance in other lines, as the 
laws that govern the investments of savings 
institutions disclose. The individual deposi- 
tor was helpless in regard to the use made 
of his savings by those in control of his 
depository and so legislation stepped in, in 
a way supposedly not to interfere with hon- 
est enterprise, through laws to protect the 
innocent against unscrupulous management. 
These laws provided specifically the class of, 
and often the identical, security in which 
each such bank might invest its funds. 

So, too, with the public utilities. Zach 
was subjected to either state or federal con- 
trol in such a manner that no matter how 
large or how powerful the capital, the pub- 
lic interest was preserved through control 
of the company itself, its rates, its service 
and its public relations. 


Protective Banking Laws 

Under the National Bank Acts and the 
Federal Reserve Act passed by Congress, a 
eareful oversight was kept of each national 
bank in the Federal Reserve System. Detail 
government inspection was provided for and 
laws passed to control or retard the growth 
of a tendency to branch banking. For suffi- 
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cient reason it was firmly rooted in the legis- 
lative mind that a large aggregation of 
banking capital did not augur the national 
good if it were spread over a large area 
through the establishment of branch bank 
systems. So the McFadden Act and other 
laws gave to the privilege of establishing 
branches definite limits constricted to the 
municipal home of the parent bank, lest 
should arise some public menace. 

The list might be indefinitely prolonged, 
but the point must be evident that our pro- 
tective laws were designed to meet condi- 
tions as they existed under the business 
structure which existed at the time. These 
laws in general restrain the corporation it- 
self, engaged in the particular business, or 
prevent it from entering into agreements 
with others engaged in the same kind of 
occupation where such agreements might 
menace the public good. Such laws were 
effective—prosperity continued—the public 
was protected. Such was the condition be- 
fore the war and it followed through the 
years aS we emerged from the status of a 
debtor nation. 


New Consciousness Pervades Body Politic 

Cautiously perhaps, but certainly, the con- 
sciousness of changed conditions pervades 
the body politic today. With the emergence 
from debtor to creditor as a nation and the 
vast increase in capital resources, has come 
a change from the prevalence of “group 
power by agreement” to that of “group power 
from wealth.” Our present legislation is 
well acclimated to the former but let me 
direct your thought to the new conditions we 
face today and to a consideration of these 
current laws in the light of the new day 
business methods. 

I take it for granted we wish to preserve, 
even as a rich and powerful country, com- 
pared to our pre-war state, the same ideal- 
isms—the equality of opportunity, the pro- 
tection of the weak against the strong, and 
the suppression of those predatory instincts 
which exist in any civilization, be it rich 
or poor. 


A New Second Line of Defense in Legislation 

Let me visualize this new business situa- 
tion which has followed this great increase 
of wealth and its consequent idle funds, seek- 
ing new fields to conquer, that has flowed 
from America’s conspicuous change to the 


creditor nation of the world. Let me apply 
that which I denominate as “the group power 
from wealth” in these same fields which our 
present legislation is supposed to cover. I 
am not charging these changes are bad; I 
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am only opening up a thought that those 
laws that ruled and governed the individual- 
istic conditions of prewar times have been 
largely superseded because the wealth, now 
at the command of American finance, has 
turned the flank, so to speak, of our legisla- 
tive protective barriers. And query is, Has 
it not driven us to prepare a new second 
line of defense in legislation? 


Control of Holding Corporations 

Let me examine them in similar order. 
Take, first, the new industrial holding com- 
pany. Its vast capital requirements were 
not available in our debtor nation days. It 
is a creature of the new wealth; its securi- 
ties today are easily floated in the new en- 
larged reservoir of credit. An industrial 
holding company is not engaged in commerce; 
it only owns the stocks of companies that 
are so engaged. It buys the stocks of ¢com- 
peting industries, at least in sufficient quan- 
tity to become a dominant factor in each 
one. Its management has one policy for 
all those companies. There is no need of 
agreements in restraint of trade among these 
subsidiaries engaged in the like business that 
would render them subject to the Sherman 
Act—and yet there may be present under a 
management in wrong hands the same dan- 
gers at which the anti-trust legislation was 
aimed. What then becomes of our anti-trust 
protection? Has not the flank of the Sher- 
man Act been turned? 

Take the newly developed railroad in- 
vestors companies. The rapid formation of 
the Allegheny, the Pennroad, and hosts of 
others, show the flotation power of the new 
wealth—built to hold the stocks of railroads 
whose community of interests may be of 
great strategic value. Such companies can 
if they wish also acquire the stocks of equip- 
ment corporations; to which might be added 
even those of industries located upon some 
of the lines in which their stock interest is 
dominant. These security holding corpora- 
tions do not operate the railroads whose 
stocks they own. Over them the Interstate 
Commerce Commission can exercise no au- 
thority because the constitution limits the 
Commission’s authority to agencies engaged 
in interstate commerce. In the hands of an 
unwise or even perverted management, such 
as we of the older generation knew among 
the railroads themselves in the early days, 
there could easily be brought about, through 
their freedom from control of the transpor- 
tation laws, some of the dangers and in- 
equalities those laws prevented. 

Is there need for a new line of national 
defense as the flank of the Transportation 
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Act is turned by this “group power from 
wealth?’ 


Problems Created by Investment Trusts 

Consider wherein lie similarities in prin- 
ciple between the newly formed investment 
trusts thrusting themselves on our horizon, 
and our savings institutions. Through pur- 
chase of shares or deposit of funds, both are 
open to all. Both pay interest to the small 
holder; both afford to the owner of small 
or large means the benefits of a wide diver- 
sity of securities presumably acquired under 
the care of experts in security selection. 
While differences in the purpose of such 
companies may be admitted, yet the protec- 
tion accorded the savings depositor does not 
surround the same man if he confides his 
capital to the managers of an investment 
corporation. 

England has had a long experience with 
this new class of semi-banking companies 
that are multiplying here so rapidly today— 
new here in the sense that only in the past 
few years has the availability of capital per- 
mitted them to become widespread—and the 
experience of England would warrant the 
thought that limitations by law would be 
in order both as to investments and pub- 
licity similar in effect to those which have 
gained for our savings institutions world- 
wide fame and stability. 


Public Utility Holding Companies Present 
Problems 


This new wealth has broadened the or- 
ganizing of public utility holding companies 
and brought together in ownership widely 
scattered properties with the consequent 
safety due to diversification of territory. 
This new class has become so numerous in 
the last few years that already the Congress 
has directed the Federal Trade Commission 
toward a study of the possible methods of 
control of their activities in the public in- 
terest. There is no central authority as was 
in the days when state commissions had as- 
cendency over the services of individual 
corporations operating in a_ single state. 
Those commissions still operate; they govern, 
they supervise the rates, but they have no 
power over the parent owner whose patent 
rights or other proprietories may become the 
most influential features of its competitive 
situation. 


Spread of Chain Banking 
One other field in which group power 
through wealth in this new rich country of 
ours presents new problems, lies in the 
spread of chain banking. It is perhaps our 
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most modern business development and for 
my purpose to be contradistinguished to 
branch banking. The location of branch 
banks is controlled under the McFadden Act, 
now part and parcel of the Federal Reserve 
Laws. That act limits the establishment of 
national bank branches to the territory of 
the municipality in which the bank itself is 
located and even then branches are only 
allowed in states which permit their own 
state banks to have branches. Already this 
restriction is threatening the solid continu- 
ance of our Federal Reserve membership. 
Where state bank branches are permitted 
they have wider privileges than do our na- 
tional banks located in those states. This 
competitive situation is not only serious, but 
is the subject of wide discussion among bank- 
ers who are seeking a proper solution. 

Because the establishment of branches is 
so controlled, many financiers of vision have 
taken advantage of the new supplies of 
liquid capital to form and float the super- 
bank corporation which purchases the stocks 
of banks in many cities and states; in fact, 
owns and holds the stocks of a chain of 
banks. The effect is practically the same as 
the prohibited parent bank with branches. 

I personally believe that some chain sys- 
tem of banking ownership is a great aid in 
the development which the growth of our in- 
dustries demands—just as I do not see seri- 
ous public menace in these other classifi- 
cations which I have mentioned whose man- 
agement is honest and sound, but chain 
banking is recognized as withdrawing the 
principle of branch banking from under the 
laws which prohibit that activity by our 
national banks. 


Wealth and Finance Have Outgrown 
Protective Laws 

It is the increased wealth of the country 
that makes ready to the hand of our cap- 
tains of industry the funds that permit the 
flotation of such great institutions as can 
own a bank in every city and in effect, 
and probably to good purpose, abrogate the 
provisions of the McFadden Act. Again may 
I say, Has not the change in our financial 
status turned the flank of our banking laws? 
May not the introduction of chain banking 
force a too lethargic government to amend- 
ment of its law lest we lose the advantage 
of mobilized credits by the decreasing mem- 
bership of our Federal Reserve System. 

The increase of national wealth making 
possible the flotation of super-corporate 
structures has thus outgrown the protective 
qualities of our laws. Unrestrained by law, 
competent honest management alone assures 
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the people protection from exploitation. All 
of these giant companies, holders of stocks 
in lesser corporations, in reality are owned 
by the investing public, by the man in the 
street. They appeal, through their rising 
shares, to the speculative fervor of the peo- 
ple as they sail an uncharted course, en- 
joying, metaphorically, the freedom of the 
seas. They have surrounded the armies of 
the national protective laws by their new- 
found capital resources. As speculative bub- 
bles unrestrained, may they not dance upon 
the waves, glistening in the sunlight, beckon- 
ing the investor and speculator, only per- 
haps to burst at the clutch of those who 
seek the easy road to affluence. 


Mulling Over Changes in Washington 

Is there need for control of the new form 
of business management as we felt there was 
of the old form? If there is such need, we 
can practically start anew as the old laws 
so little govern now. And shall that control 
be as restrictive as was the old legislation 
to the enterprises of the country in the 
days when, as a debtor nation borrowing for 
development, we could not command the 
money markets of the world? 

We in Washington are mulling over these 
changes. The problems are well worth effort 


for no matter how far America has pro- 
gressed she is still in the making, and with 
all our future before us it is up to the men 
of this day to preserve that basic American 
principle of “equality of opportunity” that 
was the foundation stone of the Republic. 


o, 2°, 2, 
we 1 Me 
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REVISED FORM OF RESOLUTIONS GOV.- 
ERNING APPOINTMENTS AS TRANSFER 
AGENTS AND REGISTRAR 


The Corporate Fiduciaries Association of 
Chicago has taken a forward step in adopt- 
ing the report of its special committee which 
provides for the adoption of a new form of 
resolution to be filled out by corporations in 
appointing trust companies or banks as trans- 
fer agents and registrars as well as Co- 
transfer agents and registrars. The certified 
copies of resolutions have been printed and 
are available to members of the Association. 
It is suggested that the forms will also be 
of interest to all corporate fiduciaries in- 
terested in the adoption of approved pro- 
visions relating to transfer agent and regis- 
trar appointments. 

The forms have been drawn up as a result 
of extended study and information based upon 
experience and legal questions involved. The 
forms require corporations to define author- 
ized capital, stock outstanding and stock to 
be issued. The various covenants and obli- 
gations entered into between the corporation 
and the transfer agents and registrar are 
set forth with a view to avoiding questions 
which have frequently come up in transfer 
and registrar assignments. 

Readers of Trust COMPANIES are directed 
to Harold Eckhart, secretary and treasurer 
of the Corporate Fiduciaries Association of 
Chicago, 115 West Monroe Street, for further 
information. 


a 


RECENT TRUST CONFERENCE IN NEW YORK AT THE HOTEL ASTOR CONDUCTED UNDER THE 
AUSPICES OF THE EQUITABLE TRUST COMPANY OF NEW YORK 
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A complete advertising campaign 


for the trust department 


— with a small mailing list ad ban 


THE DUTIES 


a and limited appropriation oA, 
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AN OUTLINE OF 


TRUST SERVICE 
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TRUSTS 
UNDER WILLs 
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IX 8-page booklets, each explaining one 
phase of trust department service—to 
mail monthly to prospects. In each 
booklet, return card to be used by reader 
to request master book “An Outline of 
Trust Service.” Envelopes furnished with 
all booklets. Copy for letters you use to 
send master book to prospect—to follow in- as 
WHOSE wit quiries—to directors, stockholders, em- ae 
nee ployes, lawyers, underwriters. Copy for 6 ee 
newspaper advertisements. A complete 
campaign designed so we can _ produce 
small orders at low prices. For 100-name 
mailing list (with 100 master books) you 
pay $175. For 250-name list (150 master 


¥ z 


books) $275. For 500-name list (200 mas- Purse copy. Now, with the new year just 
ter books) $395. At these low prices, you ahead, plan to make 1930 a profitable year 
get material planned, designed and printed for your trust department. This campaign 
up to the standard of our more expensivé and Purse service will help. Write today 
campaigns—plus the proven effectiveness of for samples, without obligation. 


PURSE PRINTING COMPANY ~ CHATTANOOGA ~~ TENNESSEE 


headquarters for trust department advertising 
BRANCHES AT 225 BROADWAY, NEW YORK AND STATE BANK OF CHICAGO BUILDING, CHICAGO 
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A Palladian Window in Our 
Trust Department Recalls One 
In Christ Church, Philadelphia 


PROVIDENT 


TRUST COMPANY 


OF PHILADELPHIA 
AMERICA’S PIONEER LIFE INSURANCE TRUSTEE 
with which is affiliated 


PROVIDENT TITLE COMPANY 











“YOU CAN’T AFFORD TO DIE IN A BEAR MARKET” 


PSYCHOLOGICAL TIME TO EMPHASIZE TRUST SERVICE AND INSURANCE 
TRUSTS AS BACK LOG AGAINST SHRINKAGE OF ESTATES 


ARTHUR W. LOASBY 
Chairman of the Board, the Equitable Trust Company of New York 


(Epiror’s Note: The facts presented in the following are most illuminating in view 
of the tremendous losses recently sustained by the stock market break and liquidation. 
That they affect the value of estates is obvious, particularly as indicated by an investiga- 
tion of New York estates recently concluded by the Equitable Trust Company, showing 
large proportion of common stocks in estate assets and a surprisingly small amount of 
cash to take care of taxes, administrative and other erpenses, which frequently calls for 
forced sale of best securities. How trust service and especially life insurance trusts 
enter the picture is set forth in the following article.) 


NE of the dominant characteristics 27.10%, 
to be found in the estates of residents COMING) SUOCES so seis i ic en 49.10% 
within the metropolitan area of New Real Estate T.60%, 
York is the fact that assets are composed Mortgages, Notes and Other Assets.11.47% 
largely of stocks and bonds and relatively Insurance 0.02% 
little, if at all, in farm lands or farm mort- The relative proportions of each classifica- 
gages. Another characteristic of New York tion of the assets shows quite clearly the pre- 
estates, worth noting, is the relatively small ponderance of common stocks as a constitu- 
percentage of liquid cash as a component of ent of the gross estate of the average New 
those estates. This is, of course, due to the York decedent; followed next in turn by 
bewildering variety of investment media that 
abound in a financial center, enabling the 
investor to keep his money constantly work- 
ing and to the best advantage. Men of wealth 
are aware of the marked tendency of basic 
industries to grow in a progressive nation 
like ours. In New York especially are they 
provided with facilities for investigation of 
earnings and of management. Owners of 
large estates, therefore, often find it advan- 
tageous to diversify their investments with 
a liberal proportion of common stocks which 
represent the purchase of an equity in en- 
terprises, entitling the holder to share in 
profits and losses. 


Distribution of Assets in New York Estates 

Some interesting characteristics were dis- 
closed as regards New York estates in con- 
nection with an investigation recently con- 
ducted by The Equitable Trust Company of 
New York. It covered estates filed in the 
Surrogate’s office during the period from 
January, 1926, to August, 1929, and included 
estates valued at from $300,000 to over 
$10,000,000. This survey revealed that the 
average gross estate was composed of the 
following assets: 

AVERAGE Gross ESTATE REPRESENTED ARTHUR W. LOASBY 


5s A O07 Chairman of the Board of Trustees of the Equitable Trust 
CN ec ccet ese bwes nkcabiieeek ans 4.73% Company of New York 
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bonds, then by mortgages, etc., and real estate 
in regular order. It emphasizes, moreover, 
the relatively small part which the item of 
cash plays in this picture of the gross estate, 
as well as the comparative insignificance of 
the item of insurance carried in the general 
estate. The amount of insurance made pay- 
able to a named beneficiary is not included 
in the probate, so the small amount indicated 
is no criterion of what the decedent actually 
holds in the way of life insurance. 


Interesting Parallels 

A comparison with figures just made avail- 
able from the Treasury Department at Wash- 
ington covering 8.079 estates of $50,000 and 
upwards for the year 1928 presents interest- 
ing parallels. It should be noted that such 
figures embracing the whole United States 
are influenced by a preponderance of data 
arising from estates filed in New York. Real 
estate forms 17.4 per cent of the 
against only 7.6 per cent in New York; stocks 
43.3 per cent against 49.1 per cent in New 
York; bonds 13.9 per cent against 27.10 per 
cent in New York. Cash, mortgages, notes 
and miscellaneous, however, are combined in 
the Government statistics so that no useful 
comparison may be made, 

The investigation conducted by the Equit- 
able Trust Company of New York may be 
said to have covered rich men’s estates while 
those of the Government include everything 
over $50,000, so allowances must be made 
in the comparison. 


assets 


Corporate Fiduciary Reduces Administration 
Costs 

I wish to particularly emphasize an im- 
portant point revealed in this study, namely, 
that the use of a corporate executor and cor- 
porate trustee in the settlement of estates did 
not increase the administration costs, but on 
the contrary, showed a tendency to lessen 
them. This was attributed to the fact that 
in the case of individual executors and trus- 
tees there was a greater tendency to provide 
three, sometimes more, individuals whose 
combined experience and knowledge the tes- 
tator felt was necessary to successfully 
cope with the new problems presented upon 
his death and to make certain at least one 
of them would survive the maker of the will. 

George Washington played the law of aver- 
ages and named seven in his will. By so do- 
ing he anticipated the formation of the mod- 
ern trust company. In the case of corporate 
executors and trustees, such necessity did 
not arise, as the facilities presented in a cor- 
porate fiduciary are such as to provide well 
trained and experienced minds thoroughly fa- 
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miliar with estate problems. And the ques- 
tion of survival does not enter the picture 
at all. A modern trust company should live 
on indefinitely—it has a perpetual life. A 
reduction in the number of statutory fees is 
thus possible. Ordinarily one fee should be 
sufficient and where a co-executor is desired 
an additional fee would apply, making a 
maximum of only 4 per cent out of a total 
of 6.16 per cent under administration. How- 
ever, I wish to make clear that where the 
testator desires a co-executor and co-trustee 
no objection is interposed by the trust com- 
pany. 

The observation should be made in passing, 
that individual executors and trustees are 
frequently too burdened with their own pri- 
vate affairs to do adequate justice to those 
new and unfamiliar duties suddenly thrust 
upon them by the death of the testator. Their 
experience along such lines being relatively 
limited, the magnitude of the task becomes 
greatly enlarged, and the work of estate man- 
agement becomes laborious, if not entirely 


burdensome. I feel tempted here to raise 
the question: “Under these circumstances, 
can the best interests of the beneficiaries 


be adequately served ?”’ 


Absence of Cash Causes Undue Shrinkage 

in Estates 

It is due to the conspicuous absence of 
cash in the average large estate that the ur- 
gent necessity frequently arises for the sale 
of securities to meet the obligations inciden- 
tal to the. transfer of property upon the 
death of the owner. These obligations cover 
Administration, Federal Estate tax, New 
York State Transfer and Estate taxes, unpaid 
taxes and debts; all of which items are em- 
braced under a general heading constituting 
the shrinkage of an estate. 

The percentage which the total shrinkage 
bears to the gross estate is particularly strik- 
ing. This was found to average 20.21 per 
cent of the gross estate, Put in a more con- 
crete manner, by way of practical illustra- 
tion, using an average hypothetical gross es- 
tate of $1,000,000, we would be likely to find, 
upon its distribution, that the beneficiaries 
received only $800,000; the remainder of 
$200,000 having been used to meet the obliga- 
tions included under shrinkage. These are 
important facts which the man of large es- 
tate in our locality must reckon with. They 
concern him and his dependents most vitally. 

As important as the foregoing nay appear, 
there is yet another phase to the prob- 
lem which is equally, if not more, important. 
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First Grade Security Only 


"THAT their investments should be thoroughly safeguarded and yield an assured income are basic require- 
ments of thousands of investors today. It is an opportune time, therefore, to call attention again to the 
genuinely sound security which underlies each and all of the Guaranteed Mortgage Certificates issued by 


the Lawyers Mortgage Company. 


Back of every Mortgage Certificate we issue is first grade security, selected in accordance with our 
“safety limits”: (1) Loans are made only on improved business and residential properties in New York and 
certain environs, (2) Loans never exceed two-thirds of conservative appraised values. Payment of principal 
and interest is guaranteed by our entire capital and surplus—$z1,000,000. Outstanding mortgages never 
exceed twenty times the capital and surplus of the Company. 


In any amount, from $100 up—even or odd 


To Net 542% Guaranteed—Legal for Trust Funds 


Our booklet CT gives details desired by Trust Officers. 


LAWYERS MORTGAGE Co. 


56 Nassau Street : 


R. M. HURD, President ° 


New York 


Capital and Surplus $21,000,000 


No Loss to Any Investor in Our 36 Years cf Operation and We Guarantee There Never Shall Be 





|Buy Guaranteed Safety | 





Forced Sale of Gilt-Edged Assets 

To meet this item of shrinkage of 
$200,000, the average gross estate of $1,000,- 
G00 would probably show an amount of cash 
represented by 4.73 per cent of the gross es- 
tate, or roughly $47,000. It would be neces- 
sary therefore to provide, within the limited 
time of a year, $153,000 additional in cash. 
Where would this cash come from? It would 
come only from the sale of some of the other 
And the most convenient assets are 
those which can most readily be marketed. 
The securities in an estate are therefore the 
first to be disposed of. It may so happen 
that the market conditions during the period 
of probate of the estate are unfavorable for 
the sale of securities (such as the present 
market, for instance): that heavy 
might be sustained if they are sold, whereas 
if the securities are held over a period of 





assets. 


losses 


years a substantial enhancement in values 
may result. Nevertheless, money has to be 


provided to meet the pressing obligations be- 
fore the estate can be distributed among the 
beneficiaries. So it becomes necessary, under 
the circumstances, to resort to the forced li- 
quidation of these assets, regardless of the 
fact that the conditions at the time are un- 
favorable for the sale of the securities. 


‘Losses Due to Forced Liquidation 

A considerable number of estates were ex- 
amined in the survey which the Equitable 
Trust Company made with a view to deter- 
mining the extent to which losses may be 
sustained by the forced liquidation of secu- 
rities. The information which this particu- 
lar study revealed was enlightening. It was 
found upon analysis to run as high as 86 per 
cent of the net estate. Applying this per- 
centage in our hypothetical gross estate of 
one million dollars, the loss due to forced 
liquidation would equal $288,000. This is 
indeed an extraordinary showing. It is a 
factor most frequently if not generally over- 
looked in the provisions of wills; yet it has 
such an important bearing on the sums finally 
to be distributed among the beneficiaries as 
to require the greatest concern and fore- 
thought if such losses are to be averted. 

Any one familiar with the history of our 
economic growth and our progress is familiar 
with the cynical tendencies characteristic of 
that growth. He knows that this country 
has passed through many ups and downs; 
through prosperity and depression. He also 
knows that, in Stock Market activity he finds 
reflected these fluctuating tendencies of busi- 
ness. 
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Ghe 
TORONTO GENERAL TRUSTS 
CORPORATION 
“Canada’s Oldest Trust Company” 


Offers exceptional facilities in 
the administration of personal 
estates and corporate trusts, 
based on nearly fifty years of 
experience covering the entire 
field of trust company service. 


Head Office + TORONTO 


Branches: 
MONTREAL - OTTAWA - 
REGINA - SASKATOON - 


WINNIPEG 
VANCOUVER 
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THE 
ROYAL TRUST 
COMPANY 


MONTREAL 


is exceptionally well equipped to 
act in any fiduciary capacity for 
corporations or individuals de- 
siring the realization or adminis- 
tration of assets in Canada. The 
Company maintains a chain of 
branches from the Atlantic to the 
Pacific and has assets under ad- 
ministration exceeding $440,000,- 
000. 
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Who then, 
to the 
will be more favorable or otherwise for his 
executors, in the settlement of his estate? 
You can’t afford to die in a bear market. 


The Remedy 

What is the remedy? The real remedy 
lies in haying a sufficient amount of insur- 
ance placed under a trust agreement, prop- 
erly drawn, in order that the trustee may 
purchase from the executor of the deceased 
such securities as will provide the required 
cash, thus avoiding their forced sale in an 
unfavorable market. In this manner the 
executor has cash immediately available to 
meet the charges included under the classi- 
fication of shrinkage. Moreover, the life 
insurance trust thus established, enables the 
owher upon his decease to transfer his es- 
tate 100 per cent intact to his beneficiaries. 
To use a Wall Street expression—‘it enables 
him to die at par.” 

The question may occur—‘How does the 
subject of forced liquidation fit into the 
picture presented by the current market con- 
ditions?’ It is an appropriate inquiry. The 
answer is simply this: Estates of decedents 
now in probate will be presented with the 
perplexing problem of providing cash in a 

falling market; 


can predict that when he goes 
“Great Beyond,” that the conditions 


so that executors of those 











estates forced to sell securities at this time 
are indeed in a most unfortunate, if not 
critical, position; for sacrifices if made are 
likely to prove great indeed. 

It is in a time such as this that the im- 
portance of a back log like an investment 
in life insurance comes pre-eminently to the 
fore. It is when everyone all over the coun- 
try is at his wit’s end to gather together his 
remaining liquid resources to help sustain 
his position in the falling markets, that the 
cash value of the policy begins to loom so 
important. It is, then that the policyholder, 
for the first time realizes that he does not 
have to die in order to derive measurable 
benefits from his life insurance. The cash 
is there, available on short notice, to be 
utilized for any emergency. Picture what 
this is worth to his peace of mind alone. It 
appears most opportune that this reserve 
power of life insurance should be stressed 
just now with the greatest psychological 
effect. 

fo age af 

It is estimated ‘that approximately one 
and a half billion of life insurance is 
now protected by trust agreements and that 
a complete survey covering the calendar year 
to its close will show the aggregate close to 
two billions of trust coverage for life insur- 
ance. 
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35 Years of Progressive 
Experience 


UR correspondent banks have available all the 
services which the Guardian has developed 

to a high degree of accuracy and efficiency through 
the past three and a half decades. They likewise 
have at their call the composite experience of the 
officers and departments in problems of policy, or- 
ganization, business-getting methods, trust facilities 
and other matters not directly related to corres- 


pondent service. 


Guardian customers find that there is a prompt, per- 
sonal interest taken in all their problems and ac- 
tivities. Let the Guardian prove to your satisfaction 


how helpful it can be in any or all banking functions. 


GUARDIAN 


TRUST COMPANY 


CLEVELAND, OHIO 


RESOURCES MORE THAN $150,000,000 
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HOW LIVING TRUSTS PROTECT PROPERTY AND 
ESTATES 


MODERNIZED DEVICE WHICH GUARDS AGAINST VIOLENT 
FLUCTUATION AND DISSIPATION OF VALUES 


R. T. SAWYER 
Counsel of The Cleveland Trust Company 


(EpiTor’s NOTE: 


The strong appeal and merits which inhere in the creation of living 
trusts should receive new emphasis at a time like the present 


when billions of paper 


profits and speculative values have disappeared as if by magic and impressing upon men 
of moderate as well as large means the prime need of placing their financial affairs in 
order and beyond the ravages of such violently fluctuating values as recently witnessed. 


The living trust and its latest complement, the insurance trust, are visualized in 


the 


following paper in a manner that is particularly apropos of the prime current need for 


the protective devices of trust service.) 


LIVING trust is nothing but a revoca- 

ble trust, that is to say, a settlement 

of trust under which the settlor, 
donor. or grantor reserves unto himself the 
revoke or recall the trust estate 
and to alter or amend the uses declared in 
the agreement so as to substitute other bene- 
ficiaries or vary their benefits. There is noth- 
ing startling or revolutionary in the trust 
as thus defined. But a new name was given 
to it, and descriptive. Moreover, it 
was so quickly and widely utilized by the 
modern business man as to startle and shock 
lawyers and others who are slow to deviate 
from customary channels. 


power to 


terse 


Acceptance of the Living Trust Idea 

The business man accepted the living trust 
idea only with considerable reluctance. He 
wanted no guardian over himself. The safe 
deposit box was good enough for him, It 
became a matter of education, and he had 
to be made to realize the following: 

First: That property committed to a trus- 
tee had never in law been liable for the 
individual debts of the trustee; 

Second: That trust companies supervised 
by law could not commingle trust funds 
with their own, a practice through which 
individual trustees in so many cases had 
put a blight upon the more general use 
of trusts; 

Third: That he would thus be 
with bookkeeping and safe custody serv- 
ices ; 

Fourth: That he would have the _ benefit 
in his own lifetime of trust company’s 
facilities for investment as well as the 
trust company’s judgment thereon, not 


supplied 


only as to soundness but as to 
for his particular estate; 

Fifth: That he would live with the opera- 
tion of the trust himself—surely he 
ought not to commit his family to the 
trust company for their lives unless he 
himself tried out the operation of a trust 
by his own personal contact; 

Sixth: He would save two per cent of the 
principal of the personal property of his 
estate by obviating the executor’s com- 
mission inasmuch as he himself would 
transfer and deliver the securities to 
the trustee; 

Seventh: That illness or absence from the 
city or country in no way interfered 
with the proper administration of the 
assets. In other words, his house was 
in order at all times; 

Kighth: That he could change the benefi- 
ciaries as simply as by executing a codi- 
cil, or he could revoke or undo the thing 
in whole or in part at any time. 


fitness 


Distinction Between Accumulation and 
Surplus Fund 

At this point there should be borne in mind 
the distinction between such a trust embrac- 
ing practically all of a man’s accumulations, 
from a trust created of surplus funds, the 
income from which is to be presently paid 
to his wife, children, or other relatives, with 
or without a power of revocation. This 
latter form of trust may still be appropriate- 
ly called a “living trust,’ and is frequently 
resorted to for the purpose of distributing 
the burden of income tax among the various 
members of the family. Of course, when 
adopted for this latter purpose, the trust 
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must be irrevocable, or at least revocable 
only with the consent of the beneficiary, so 
as to bring it within the income tax statute. 

The living trust which I am desirous of 
particularly describing is, as above pointed 
out, accomplished by the transfer of title to 
substantially all of a person’s property. Un- 
der the deed of trust, the income is reserved, 
as well as the right to approve any proposed 
sales, purchases, or reinvestments, and cou- 
pled with the power of revocation and modi- 
fication. It was this kind of a trust that 
Mr. Goff induced his directors to create. Their 
business associates followed. The outspoken 
satisfaction which these persons of wealth 
have enjoyed by reason of knowing that 
their securities were already segregated for 
the purposes declared in the trust, and the 
benefits derived by them through the invest- 
ment and reinvestment of funds (the respon- 
sibilities of which they have shared through 
the giving of their approvals), have caused 
innumerable other people to seek to have 
their affairs cared for in the same manner. 
The living trust has justified itself to the 
living. 


Superior Uses and Purposes of Living Trust 


The uses and purposes of the trust are 
exactly the same as those which would be 
declared in a will. But instead of having to 
gather up scattered assets after the death 
of the person, passing them through the 
hands of the executor, diminished by the 
statutory charges for that service, the result 
has been accomplished whereby the trustee, 
having the assets in its hands on the death 
of the settlor, is prepared to actively dis- 
charge the trust, providing income and bene- 
fits to the family without awaiting that tedi- 
ous and aggravating period ordinarily re- 
quired between the death of a testator and 
the functioning of his testamentary trustee. 

Imagine, if you please, this situation. One 
of your directors has been definitely ap- 
prised of his approaching end. He says to 
you, as a representative of his own trust 
company: “You take charge of my affairs 
now. I give my securities to you as trustee. 
ay me the income should I perchance linger 
on, but you are to have the title to and 
charge of these securities from the present 
moment so that you are prepared to look 
after my family from the very instant of 
my death.” 

From a mercenary standpoint, it might be 
advantageous to refuse the trust and advise 
your director that the assets would be col- 
lected by you as executor. No one of you 
would stoop to such selfish practice, for all 
fully realize that in the long run, the insti- 
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tution will profit most by 
maximum of its services. 
Living vs. Deathbed Trusts 


However, a deathbed trust created under 
such circumstances does not start under the 
happiest auspices. The assets are not all 


extending the 


gathered up. Information is lacking. The 
trust instrument has been hurriedly pre- 
pared, and without that measure of con- 


sideration and deliberation which it merits. 
How much better it would be if this direc- 
tor, in full health and vigor of mind, had 
said: “Here are my securities and I trans- 
fer and convey to you the legal title. Hold. 
manage, and invest them under my trust 
agreement with you, which gives me the 
income, the right to revoke, and requires you 
to obtain my approval to changes in invest- 
ments, and after my death, obligates you to 
dispose of it for the beneficiaries in the 
same manner as I would set forth in a will.” 

The person who has thus put his house in 
order, has done far more for himself and 
his family than as though he had made 
merely a will. He derives forthwith the tan- 
gible benefit of the investment facilities of 
the trustee and its ever alertness to the 
desirability of the change in securities which 
he otherwise would have put away and for- 
gotten. He makes a contact with his banker 
that is of inestimable value. There are also 
many intangible benefits that presently and 
continually accrue to him. He is ever and 
anon reminded of the provisions made for 
the family under his living trust and by his 
close contact with it has opportunity to con- 
sider their appropriateness in view of either 
the increasing amount of his estate or the 
changing characters of his beneficiaries. Had 
he made merely a will, he would consider 
those provisions a closed chapter. 

Under the trust, he is constantly living 
with his estate. The settlor has protected 
himself even if it be only by psychological 
restraint from becoming the easy prey in 
his old age of investment sharks. We ali 
know that most of the “cats and dogs’? found 
in the safe deposit boxes of the elderly rich 
are those acquired towards the end of life 
or after retirement from active business. 
Moreover, a person carries with him on his 
journeys the comforting feeling that should 
he suddenly be stricken or incapacitated, 
there is someone financially responsible in 
charge of his affairs and prepared to act. 


Discrimination in Acceptance of Trusts 


Manifestly the estate to be accepted should 
be one of considerable size and should not 
consist of investments in chimerical projects 





TRUST COMPANIES 





SOUTH CAROLINA 
“Fully equipped to render all 


Trust Company Services.”’ 


MONTGOMERY TRUST CO. 
SPARTANBURG. S. C. 
CHESTER D. WARD. Treasurer 





CAPITAL STOCK $1,000,000 
SURPLUS (earned) $1,500,000 
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or equities of doubtful value. The risk and 
responsibility of handling such assets is en- 
tirely disproportionate to the amount of 
compensation chargeable. 

Generally avoid undertaking trusts which 
radically differ from the natural line of 
descent and distribution or from such a dis- 
position as would be properly contained in 
a will. I have in mind the efforts of some 
gentlemen who would attempt, through the 
creation of such a trust, to deprive the 
widow of her dower or distributive rights. 
Do not allow the good name of your institu- 
tion to be used as an instrumentality in an 
attempted thwarting of established rights. 
The living trust should be resorted to as an 
aid in the execution of legal rights rather 
than a device to circumvent such rights. Do 
not let it be abused. 


Questions of Taxation 

Some may offer you this kind of a trust 
under the notion that there will thus be an 
avoidance of inheritance taxes. Ignorance 
of the fact on their part that inheritance 
taxes must be paid where the settlor re- 
tains either the income or the right to re- 
voke, should not excuse you from promptly 
disillusioning the minds of such misguided 
persons. An unwarranted feeling may ex- 
ist in the minds of some public officials or 
even laymen generally that trust companies 
are lending themselves to tax evasion. Every 
opportunity should be taken to explode that 
fallacy. 

Again, such trust may be offered you by 
the settlor on the theory that he is segre- 
gating his assets from possible financial mis- 
fortune or lawsuits, but the mistake of this 
impression should be laid bare. Such a trust, 
with the power of revocation, can be reached 
by ereditors of the settlor. 

The fact that these trusts are subject to 
inheritance taxes and that there is no pro- 
tection from bona fide creditors afforded 


thereunder to the settlor does not militate 
against their adoption. The other advan- 
tages, above mentioned, are so great in prac- 
tice that it really pays to advertise that no 
advantage is secured as respects freedom 
from taxes or rights of creditors. The sus- 
picion that living trusts were conceived as 
devices to evade inheritance taxes and avoid 
the just demands of creditors was, in my 
judgment, the reason the supreme Court of 
Ohio looked askance at their validity in re- 
luctantly approving the trusts. In the opin- 


ion to which I have above referred, the 
court said: 


“After all, it (the revocable trust) is a 
matter which is in the power of the General 
Assembly and if it becomes unsatisfactory 
in. operation, the legislature can surround 
it with appropriate safeguards.” 

Trust companies appreciate that these 
trusts are not free from inheritance taxes 
or claims of creditors, and it is their duty 
to educate, not only those who create such 
trusts, but the tax officials and the public 
in general to the fact that such trusts are 
not wicked shifts and devices. Once this 
has been accomplished, unfriendly legisla- 
tion will not appear and the scope of trust 


companies’ services can well be extended and 
vastly increased. 


Actual Machinery in Starting Insurance and 
Living Trusts 

Perhaps the experience of some has been 
limited to that type of living trust wherein 
surplus funds are set aside for the benefit 
of others than the donor. A few words, 
therefore, on the actual machinery in start- 
ing these trusts may not be amiss. 

We all have had experience in insurance 
trusts. Can there be anything simpler or 
neater in operation? The assured brings 
you his policities. Instruments of assign- 
ment or change of beneficiary are procured 
from the insurance companies. The form 
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Life Insurance Trust Officer 


A Chicago Loop bank, due to merger, finds 
itself confronted with a duplication of its 


LIFE INSURANCE TRUST DEPT. 


The officer in charge contributed to the installation 
of this service, including tax analyses, acquired from 
the study of law, insurance practice and general 
agency management. Specialized in addressing 
insurance group meetings and daily conferences 
with men who have arrived, for quality business. 
All communications exchanged in_ confidence. 
Available February first. 


Box ‘“‘X” Trust Companies, 55 Liberty St., New York 











provides that you shall hold the policy and 
upon the death of the assured collect what- 
ever may be due thereon, investing the same 
under the discretionary powers contained in 
the instrument. Insurance companies pay 
promptly and you invest the funds imme- 
diately, the income at once accrues to the 
benefit of the widow, and you, meanwhile. 
are authorized in your discretion to pay her 
from the principal, a power which is fre- 
quently resorted to during the first year 
awaiting the setting up of the testamentary 
trust. After the death of the widow, what- 
ever remains of the principal is distributed 
to the children upon their attaining certain 
ages. Such is the type of the average life 
insurance trust and it has proved a Godsend 
to many people in moderate circumstances. 

The routine for creating living trusts dif- 
fers but little. The stocks and bonds are en- 
dorsed and transferred to you. The trust 
instrument is executed, which as in the in- 
surance trust, contains discretionary powers 
of investment, subject, of course, to the res- 
ervations in the settlor. These powers should 
be made as broad as possible. One rarely 
finds the individual who would confine you 
to a narrow Class of investments, particularly 
where the trust is to run over a period of 
years. Upon death of the settlor, the trust 
continues for the benefit of the family. These 
provisions for the family should be drafted 
by, or in cooperation with, the attorney for 
the party creating the trust. It has been 
our experience that the various attorneys 
representing the settlors have their preferred 
phrases for expressing testamentary powers, 
vested estates in remainder or the other con- 
tingent remainders which follow life estates. 
On the other hand, the attorneys nowadays 
accede to the policy of clothing the trustee 
with broad powers of management, contro! 
and investment, and are willing to adopt the 
trust company’s precedents in the expres- 
sions thereof. 


Powers Vested in Trustee 


I believe that no matter in what diverse 
language the ultimate distributions of these 
estates to the beneficiaries should be couched, 
the powers vested in the trustee should be 
as uniform as possible. This is purely an 
administrative matter. Your compensation 
is based upon quantity work and you should 
not, therefore, be laying up for your suc- 
cessors in office unnecessary labor by creat- 
ing a situation which involves minute ex- 
amination of each particular trust as to your 
ability to retain investments or as to the 
class of securities in which reinvestments 
may be made. I do not mean to say that the 
time will ever come when you may safely 
assume that all trusts are struck from the 
same die, but much lost motion in the future 
can be avoided if these trusts are based on 
powers and discretions as uniform as_ pos- 
sible. 

A will is generally made at the sai ® time 
as the creation of the trust, primarny to 
dispose of the household goods, chattel ar- 
ticles, and things which manifestly cannot 
be transferred and delivered to the trustee 
during life, as well as to devise and be- 
queath to the trustee under the settlement 
of trust all that property which the settlor 
either from preference or inability may not 
have actually transferred to the trustee in 
his lifetime. 

Great care must 


be taken to see that the 


will and the trust agreement tie in together 
both from the legal standpoint and that of 


practical operation. Be ever mindful of the 
rule against perpetuities. <A living trust 
speaks from the date of its execution while 
a will speaks from the date of death. Be 
sure that the trust under the agreement 
vests Within the rule against perpetuities as 
reckoned from the date of its creation. 

Once these things have been accomplished, 
you will have succeeded in cementing your 
relationship more firmly with the settlor. 
People bank their surplus funds and there 
is every reason why persons of wealth should 
bank their accumulations under a_ living 
trust. . 

Se fe fe 

Oscar H. 

of credits: 


Merz, vice-president in charge 
Roy F. Duke, formerly treasurer, 
assistant vice-president, and Henry Schneider, 
assistant vice-president and treasurer, 
new appointments of the Fidelity 
Trust Company of Newark, N. J. 


are 
Union 


B. A. Mattingly, secretary of the Central 
Trust Company of Illinois, in Chicago, has 
been promoted to the vice-presidency. 
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«..-the greatest forward 
step in fiduciary accounting 
ina quarter of a century.” 


from an article beginning on page 299, 
Sepiember issue of Trust Companies 


That is whata prominent trust officer said about the 
Burroughs Simplified Trust System in the Septem- 
ber issue of TRUST COMPANIES. 


In fact every trust officer who investigates the Bur- 
roughs Simplified Trust System pronounces it the 
most comprehensive and flexible trust accounting 
plan he has ever seen. 


If the work of your department, or your own personal 
business-getting activities have been hampered by 
an inadequate or a complicated accounting plan, 
you will welcome the Burroughs Simplified Trust 
System as a real help in building up your depart- 
ment, as well as a means of recording the details 
of its operation. 


The Burroughs Simplified Trust System 
treats each trust as a separate entity—it 
provides for unlimited expansion, and 
includes every type of trust that a trust 
officer is called upon to handle. 


Also, the Burroughs Simplified Trust 
System can be installed without interrup- 
tion to the regular routine of a department; 
it can be easily understood and handled 
by any member, and it provides up-to-the- 
minute information about each trust and 
the entire department. 


Investigate for yourself. Write immedi- 
ately for further information. 


BURROUGHS ADDING MACHINE COMPANY 
6451 SECOND BOULEVARD, DETROIT, MICHIGAN 


<A a DT IE SESE IEG EG T  S EL LE IL LEE LLL ILLES EE IRIE TIEN Ls 
Copyright 1929, Burroughs Adding Machine Co. 





TRUST COMPANIES 


ASA LR AN IIS BY AY ION OY BVO) 


ON 


DAA 


lava 
roo 


Modern American Vaults 
Installed in Mexico City 


With the opening of a branch in Mexico City, the National 

City Bank, one of America’s greatest financial institutions, 
furthers the commercial relations between this country and 
her Sister Republic of the South. 

This bank has one of the most complete vault equipments in 
the foreign field. A thoroughly modern vault entrance, steel 
lining, and specially reinforced concrete walls, together with safe 
deposit boxes, lockers and chests, make up the installation. 

This complete equipment was built at York, Pennsylvania and 
installed in Mexico City by York personnel—another example of 
the operation of an organization qualified to estimate on and 
install vault equipment in any part of the world. 


YORK SAFE and LOCK COMPANY 


YORK, PENNSYLVANIA 
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“THE COMPOSITE TRUST” A NEW IDEA IN TRUST 
SERVICE 


COMBINES CREDIT, SAVINGS, INVESTMENT AND LIFE INSURANCE TRUST 
FUNCTIONS 


PAUL S. CHALFANT 








(Epiror’s Note: “The Composite Trust’ is a new application of the old services of 
credit, savings, investment and life insurance, all brought under trust department pro- 
tection and management. It creates immediate voluntary trusts, not from those who 
have reached the peak of their accumulations, but rather from a younger group destined 
to provide the bulk of trust business a few years hence. It makes a strong appeal at 
a time when the chastened public mind is once more directing attention to conservative 


husbanding of income and property.) 


ND yet another new idea in trust 
department service! 

“The Composite Trust” is the 
designation of a plan recently announced by 
the Bank of America of California. It takes 
its name from the unique manner in which 
the bank has consolidated for the benefit 
of its patrons the ordinary banking func- 
tions of credit, savings, investment and life 
insurance trust. It is a voluntary-install- 
ment-investment-funded life insurance trust, 
but that would be too much title for selling 
purposes. 


How Composite Trust Is Created 
Under “The Composite Trust” a person 
with $5,000 of cash or securities may project 
an estate of $25,000 at once and own it 
outright in five years in this manner: 
1. The original $5,000 is placed in trust; 
2. The bank loans the trust $5,000; 
8. The donor places $15,000 of life insur- 
ance in the trust; 
4. The $10,000 trust fund is invested in 
sound stocks, bonds and mortgages se- 
lected by the donor or by the bank; 


5. The donor deposits $100 a month in 
the trust; 


6. The income from the securities and the 
monthly deposits are applied to: 
a. Trust department fee. 
b. Insurance premiums. 
ec. Interest on bank loan. 
d. Principal of bank loan. 


Considering for this hypothesis that the 
donor is thirty-five years old, that the loan 
is at six per cent and the trust fund income 
near that figure, the insurance contract car- 
ried may be endowment at sixty-five years 
with disability features, and yet the bank 


loan may be liquidated in about five years 
leaving a funded life insurance trust of five 
times the principal value of the original 
deposit in the trust. 


“‘Why the Loan” 
Perhaps the first controversial question 
from banker and trust prospect alike, is 
“Why the loan?’ 


As for the prospect, in the plan for amor- 
tizing the loan he secures an investment in- 
come on each monthly deposit and on the 
earnings of his investments, which is more 
favorable than savings interest com- 
pounded semi-annually, thereby materially 
reducing the actual net cost of the loan ac- 
count. He secures a greater diversification 
in the list of securities purchased for his 
account by having twice the amount of his 
original deposit so invested and there is a 
possibility for an appreciation in the mar- 
ket value of his securities which would much 
more than offset the interest paid on the 
loan. Furthermore, a written agreement in 
the form of a note to meet monthly install- 
ments of $100 is more persuasive than a 
good resolution to save $100 a month. 


To answer the credit department’s ques- 
tion of “Why the Loan” it is necessary to 
go back to the predecessor of “The Com- 
posite Trust’ for theories and facts. This 
new plan in all its fundamental features 
has grown out of “The Trust Investment 
Savings Plan” which was once before de- 
scribed in Trust CoMPANIES and was in 
operation at the Humboldt Bank, San Fran- 
cisco for four years under J. E. McGuigan, 
vice-president and trust officer. The Hum- 
boldt became a unit of the Bank of America 
of California and Mr. McGuigan is now in 
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charge of the trust operations of the North- 
ern Division of the system. 

Under the Humboldt plan no life insur- 
ance was included in the trust and the cus- 
tomer was loaned twice the amount of his 
deposit. How has it worked? Therein lies 
the answer to the loan question. All other 
features of the administration of the trusts 
were identical with those adopted for ‘The 
Composite Trust.” 


Elaboration of ‘“‘Trust Investment Savings 


Plan” 

The Humboldt Bank was primarily a 
savings bank. Due to competition for mort- 
gage loans from building and loan associa- 
tions and other interests it was having the 
not uncommon difficulty of finding satisfac- 


tory legal investments for savings funds. 
And the same competition made it con- 
stantly more difficult to attract large de- 


posits at savings interest rates. Anomalous 
but true. The “Trust Investment Savings 
Plan” was born of these conflicting necessi- 
ties. It sold credit to pay interest on that 
large number of savings accounts not of 
investing proportions and furnished invest- 
ment income and management to those large 
accounts not satisfied with savings interest 
rates. 


To make interesting what might be too 
long a story, the Humboldt Bank opened 


several hundred such trusts, which now av- 
erage over $30,000. The bank loaned §2 for 
each $1 paid in to found the trust and re- 
quired monthly deposits of one per cent of 
the loan. Under the amortization plan the 
total loans have been reduced to about one- 
third the value of the trust accounts and the 
securities held in the trusts have appre- 
ciated, in an unusually favorable market, to 
about double their original purchase price. 

The Humboldt plan attracted investors 
from every walk of life and many who had 
spent twenty years haphazardly accumulat- 
ing $10,000 have added $20,000 more to 
their estates in five years, with the help of 
the trust department. Very few have failed 
to keep up their original program. Wills 
and insurance trusts were secured in nearly 
every case. 


Extension of Credit to Trustor 
It was upon this background of experi- 
ence that the Bank of America of California 
launched “The Composite Trust’ with con- 
fidence of its wide appeal to the public. Due 


to the fact that all of the trust income can- 
not be applied to reducing the loan from 


the bank, the extension of credit is limited 
to an amount equal to the trustor’s original 
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deposit and two per cent of the principal is 
required as a monthly deposit thereby assur- 
ing ample income to meet insurance pre- 
miums and repay the loan in about five 
years. 

In establishing of “The Composite Trust” 
only the trust officers have contact with the 
trustor. An “application for composite trust 
loan” is required containing usual credit in- 
formation, list of securities offered for de- 
posit, list of securities to be purchased, list 
of life insurance policies and desired testa- 
mentary distribution of the entire fund. 
Such application then must have the ap- 
proyval both of the trust department and of 
the credit department. 

The form of 
site Trust” 


note used for “The Compo- 
is similar to that used for any 
installment purchase providing that the en- 
tire trust fund stand as security for the 
loan and permitting the trustee to close the 
account if monthly payments not met 
as agreed to. 


are 


Handling of Investments 
After the question of advancing credit has 
been settled with the banking department 
that of investing in stocks and other “non- 
legals” will probably be the next to arise. 
It is sufficient for this report to say that the 


Bank of America is administering the ac- 
counts taken over with the Humboldt Bank 


and investments in composite trusts are han- 
dled in the same way, either in the 
discretion of the bank’s trust investment 
committee or ut the direction of the trus- 
tor as long as the trustor’s selections pro- 
vide an adequate margin of security for the 
loan. 


sole 


The life underwriters of Los Angeles and 
San Francisco have shown a lively interest 
in “The Composite Trust” because of the 
obvious opportunity it gives them for build- 
ing up a safely funded insurance trust and 
the bank is receiving splendid cooperation 
from that source. 


2, 2 o, 
~~ 1 MS 


C. L. Whitney has succeeded Harry A. 
Gleason as president of the Citizens Banking 
& Trust Company of Conneaut, Ohio. 

Plans have been approved for merger of 
the Steubenville Bank & Trust Company of 
Steubenville, Ohio, with the National Ex- 
change Bank & Trust Company, representing 
combined assets of $12,000,000. 

The Anglo-California Trust Company of 
San Francisco has issued the first number 
of a monthly house organ which is styled 
“The City-Wide Bank News.” 
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THE NEED OF A UNIFORM TRUSTED ESTATES ACT 


AVOIDANCE OF WASTEFUL LITIGATION AND SOLVING PROBLEMS OF 
ADMINISTRATION 


EUSTACE W. TOMLINSON 
Member of Iowa Bar and Contributing Editor of Corpus Juris 





(EpItTor’s NOTE: 


The author of the following article, in association with R. H. Bur- 


ton-Smith of the New York Bar, has been conducting investigations and formulations 
during the past three years, which are culminating in what is styled a “Trustor-Trustee 


Constitution.” 


The objective of that work, the further extension of which into the realm 


of statutory enactment is discussed in the following article, is to provide uniform regu- 
lations governing the administration of trusted estates, to introduce a body of law defin- 
ing rights, duties and obligations of trustees, and to eliminate the sources as well as 


causes of avoidable litigation. 


The need of greater uniformity of state laws in their 


application to trusts and estates must be obvious to all those who are engaged in fidu- 


ciary administration and the work 


therefor undertaken by 


Messrs. Burton-Smith and 


Tomlinson is deserving of the earnest consideration of trust officers as well as lawyers.) 


N discussing the need of a master stat- 

ute for the government of trusted es- 

tates it is advisable to trace briefly the 
historical evolution and the state of our law 
of trusts as it exists today. Trusts origin- 
ated as creatures of equity because the 
forms of the common law would not permit 
of the accomplishment of those purposes 
which we have come to regard as the legiti- 
mate field of the trust. In the beginning, 
they were very much more truly “trusts” 
than they are in the present state of the 
law. The owner of property who wished to 
provide for its conservation and administra- 
tion for certain persons or particular pur- 


poses, either during or after his lifetime, 
could only convey it to someone he could 
“trust” to carry out his expressed wishes. 


If the “trusted” friend failed to justify his 
confidence or neglected his wishes, the law 
gave no recourse to the trustor or the in- 
tended beneficiaries. 

The chancellor, however, as keeper of the 
king’s conscience, and so of the conscience 
of the realm, could not stand by and _ see 
one who had no right to property other than 
the naked legal title deal with it in a way 
to shock conscience or affront ordinary prin- 
ciples of right and equity. Accordingly the 
chancellor, and his successors. the courts of 
equity who now exercise his jurisdiction, 
undertook to interfere and to force the trus- 
tee to perform his trust. It was out of this 
assistance by the chancellor that the law of 
trusts arose. 

Naturally, there were in the beginning 
no rules to guide the chancellor or court, 
and these had to be formulated as need 


arose. Each case, on its own peculiar cir- 
cumstances, was a law unto itself, and com- 
pulsion was applied in such manner and for 
such purposes as seemed just and equitable. 
Just as the common law had grown and 
still grows out of accumulating instances in 
which it has been announced and applied, 
so rules of equity, both substantive and pro- 
cedural, developed out of repeated exercises 
of the “conscience” of the chancellor and 
the courts. Finally these rules cohered into 
a body of jurisprudence not less firmly es- 
tablished and well-recognized than that of 
the common law itself, to circumvent the 
severity of which the trust was invented 
and enforced by the more humane court of 
equity. That, in brief, is the state of our 
law of trusts today. 


Rules Have Grown More Complex and 
Inflexible 

When the trust was in fact a “trust.” 
when it rested upon actual personal confi- 
dence in a designated person, chosen by the 
trustor for his friendliness and reliability, 
the general principles of equity as applied 
to the exigencies of the particular situation 
furnished adequate governance and relief to 
the trustee and the beneficiaries. As the ap- 
plications of specific principles accumulated, 
however, general rules began to be deduced 
from them, and by the very definition of the 
term these general rules became less and 
less applicable to particular cases which did 
not happen to fall within the situation they 
were invented or developed to cover. The 
result is that the body of rules has been 
forced constantly to expand, and, expanding. 
has grown more complex, more abstract, and 
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more inflexible. Instead of making for sim- 
plification of essential difficulties as the law 
developed, this expansion has made for elab- 
oration of the incidental problems of appli- 
eation. Trusts have existed for hundreds 
of years, but the reports of the courts of 
1929 are as full of decisions upon questions 
of the law of trusts as were the reports of 
the eighteenth century. 


Enhanced Importance of Trusted Estates 

It is with this in mind that the writer 
ventures to suggest the need of a uniform 
trusted estates act. The law of trusts (which 
term, in view of its several and varying 
meanings and connotations, may well be 
superseded by the more accurate expression 
“trusted estate”) is assuming in this coun- 
try at the present day an importance which 
justifies serious attention to its difficulties 
and pitfalls. Trusted estates, of real and 
personal property, are being created in ever 
increasing numbers, both by testamentary 
instruments and by instruments inter vivos, 
by persons of smaller estates as well as 
those of large interests. 

The recently increased powers of national 
banks, together with those of other banks 
and trust companies, the increased emphasis 
being placed upon the wise administration 
and use of life insurance proceeds, the prob- 
lems of inheritance and succession taxation, 
the growing interest of the ordinary citizen 
in some safe mode of conserving his prop- 
erty when he shall no longer be able to ad- 
minister it for the best interests of his loved 
ones, are all a part, whether cause or effect, 
of the enhanced importance which trusted 
estates have recently assumed. 

What is to be the result? 

If we may judge by the past, the first 
answer is, a great increase in litigation. 
The most casual examination of the case 
law of trusts will demonstrate the inexorable 
toll that has been taken of the property of 
those who have attempted to use that mode 
of disposing of their hard-gained worldly 
goods. The law of trusts, as has been pointed 
out above, has grown out of these attempts. 
Let us consider for a moment what that 
means, 

Every rule established by the courts of 
equity has grown out of.a lawsuit for some 
unfortunate trustor, trustee, or beneficiary, 
with the beneficiary bearing the brunt of it 
in the end. Not even the most public-spirited 
trustor likes to think that his property may 
pay the expenses of establishing or reiterat- 
ing some principle of the law, however valu- 
able that principle may be to the lawyer of 
the future. Every controversy which has 
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reached the courts has meant the diversion 
and dissipation of some portion of the 
trusted estate: sometimes small, but some- 
times so large as to amount to a failure of 
the trustor’s purpose. Jarndyce vs. Jarn- 
dyce was no mere creature of Dickens’s fer- 
tile imagination, and far too many of its 
prototypes are to be found in the reports. 


Preventable Litigation 

A more careful examination of the decided 
cases reveals, however, what is at once the 
tragedy of the situation and the solution of 
the problem. That is, that a very large pro- 
portion of this litigation is preventable. 
While no figures are at hand relating spe- 
cifically to trusts, some idea of the magni- 
tude of this preventability may be gained 
from the investigations of the joint com- 
mittee of the Chamber of Commerce of the 
State of New York and the Bar Association 
of the same state into a large number of 
actions involving wills, from which it was 
learned that 82 per cent of these actions 
involved controversies which could have been 
obviated or prevented by proper care at the 
beginning—the time the will was prepared. 

Here, it would seem, is the great oppor- 
tunity for the lawyer and the trust officer. 
At the beginning, when the trust instrument 
or the will establishing the trust is under 
preparation, future litigation can be very 
largely prevented. How is it to be done? 


Marking Boundaries of Trustee’s Rights 

and Authority 

The present writer has been engaged, over 
the past three years, with R. H. Burton- 
Smith of the New York Bar, in the investi- 
gation of the administrative features of 
trusts and the attempt to formulate a mas- 
ter instrument for the government of trusted 
estates. As a result of that work, it may 
be asserted with confidence that it is possible 
to establish rules and principles for the 
government and guidance of the trustee, the 
trustor and the beneficiaries which will pro- 
vide adequately for the faithful, efficient and 
economical execution of the trust. 

The great problems of the law have been 
to ascertain and mark out the boundaries 
of the trustee’s rights and authority, as con- 
ferred either by the trust instrument or, in 
the absence of express provisions therein, 
by the general principles of equity. Such 
difficulties as those of determining what is 
principal and what is income; the power 
to borrow and loan money, sell or change 
the trust property, or invest and reinvest; 
the right of the trustor to amend or revoke 
the trust, and of the beneficiary to antici- 
pate or alienate his interest; the deter- 
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mination of the time of vesting of interests 
and estates; the removal, resignation, and 
succession of trustees, and other such mat- 
ters, which have been productive of an im- 
mense amount of litigation. 

The great ‘desideratum is definiteness; 
there is not much choice as between many 
of the conflicting decisions and principles, 
and the question of which is the better is 
not nearly so important as to have one.or 
another established and recognized, and ca- 
pable of being relied upon by the lawyer 
about to prepare a trust or settlement. 


Progress in England 

A statute which would lay down definitely 
the principles which are to govern trusted 
estates, trustees, and beneficiaries, in sub- 
stantive and adjective matters, offers the 
means of preventing unnecessary litigation 
and solving problems of trusts. 

Considerable progress has been made in 
this direction. In England the Settled Land 
Act of 1925' is probably the greatest single 
step forward in the history of trusted es- 
tates, and it may well be studied by Ameri- 


can lawyers, in connection with the other 
statutes passed at the same time, relating 


to property and the management of estates, 
as a criterion for statutory enactments in 
this country. The act provides that the pow- 
ers conferred by it on trustees “are in addi- 
tion to the powers conferred by the instru- 
ment, if any, creating the trust, but those 
powers, unless otherwise stated, apply if and 
so far only as a contrary intention is not 
expressed in the instrument, if any, creating 
the trust, and have effect subject to the 
terms of that instrument.’ 

The proposed Uniform Principal and In- 
come Act,’ the amendment to the New York 
statute* giving trustees the power of sale, 
the various insurance trust statutes, like 
those of Vermont,5 the New York statute® 
allocating stock dividends to principal, are 
all pointers toward a more extensive act 
which shall govern all those features of 
trusted estates which are capable of uni- 
form regulation, in the absence of a con- 
trary provision in the trust instrument. 


Principle of Uniformity Needs No Defense 

The principle of uniformity in state laws 
needs little defense at the present day. While 
there are matters of policy on which the 
several states do and will continue to differ, 
and matters which can better be governed 
by the flexibility afforded by local statutes 
adapted to local conditions, there are many 
other problems and difficulties which can 
best be solved by uniformity of law in all 
the jurisdictions. The law of trusted es- 
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tates, it is submitted, is one of these. It is 
to the law of trade and commerce that uni- 
form laws have their widest and most ad- 
vantageous application; and the wise ad- 
ministration of trusts has in this day be- 
come chiefly a matter of sound business and 
economic practice. When large interests are 
so widely distributed, when state lines are 
disregarded and state differences ignored in 
so much of the country’s business and fi- 
nance, there remains no valid reason for dif- 
fering laws in the various jurisdictions so 
far as such matters are concerned. 

The trust companies of the United States 
have demonstrated to the people of the na- 
tion the wisdom and financial safety of cor- 
porate trusteeship. The next great step is 
the attainment of safety in the legal phases 
of that trusteeship; and the trust companies, 
recognized guides and mentors in the field 
of trusted estates, could perform no greater 
service to the public than to aid in the 
taking of that step. 

115 Geo. V, ch. 18. 

3[bid., loc. cit. Sec. 69, par. 2. 

34 “second tentative draft’’ of which was submitted to the 
National Conference of Commissioner: on Uniform State Laws 
on October 18, 1929, at its meeting in Memphis, Tenn. 

4‘Laws of 1929, ch. 229. 


5Public Acts of 1929, ch. 97, 102. 
SLaw of 1926, ch. 843. 
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For every accounting need in the modern trust 
company there is a National Accounting Machine 
which sets new standards for speed, accuracy and 
economy of operation. 


In the posting of journals, ledgers and statements 
and in other forms of accounting trust companies 
have been able to gain a protection against error 
never before possible. At the same time they have 
found results available in less time and at less cost. 
An investigation of what these machines can ac- 
complish on your work may be the means of greatly 
increasing the efficiency of your accounting. 
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IMPORTANCE OF THE TRUST DEPARTMENT AS VIEWED 
BY THE BANK EXECUTIVE 


NEW POTENTIALITIES IN ADMINISTRATION AND BUSINESS DEVELOPMENT 
JOHN G. LONSDALE 


President of American Bankers Association and President of Mercantile Commerce Bank 
and Trust Company of St. Louis, Mo. 











(Epitor’s Note: In his address at the recent fifth Mid-Continent Trust Conference, 
Mr. Lonsdale placed timely emphasis upon the need of a more attentive and active atti- 
tude of bank executives toward trust department activities. Coming from the head of 
the American Bankers Association and president of one of the most successful banking 
and trust company institutions in the country, the injunction cannot fail to have a salu- 
tary influence, particularly where trust companies are only too often maintained as 


“Orphan Annies” and without adequate personnel or equipment.) 


ITHOUT belittling present results, 

it is safe to say that what we have 

done up to now in the trust field 
will look very insignificant when compared 
with totals a few years hence. In spite of 
the wonderful showing already accomplished, 
we face an era of enormous possibilities, 
but with it all, cumulative responsibilities. 
And it is my hope that bank executives the 
nation over may be brought to a full reali- 
zation of their opportunities as well as their 
obligations. 

It is a splendid testimonial to our trust 
departments to note that public confidence 
has grown to the point where large numbers 
of people are abandoning the practice of 
naming individual executors or trustees, with 
all their human shortcomings, and choosing 
instead the corporate fiduciary service, which 
has behind it the combined experience of 
many trained individuals; the facilities and 
knowledge to render whatever service may 
be demanded; the financial strength and 
safety of a great corporation; an existence 
that is not limited; and yet not lacking in 
the very vital elements of human sympathy 
and individual attention. 


Individual Attention Necessary 

In these days of giant mergers and con- 
solidations, when institutions and depart- 
ments are becoming of such enormous size, 
the one big factor which business men and 
bankers must safeguard themselves against 
is any appearance that individual attention 
will be lacking. We must see to it that no 
matter how large we grow, no matter what 
details demand our attention, we do not 
lose our individual solicitation for the wel- 
fare of our customers or our prospective pa- 


trons. The winning of public esteem and 
confidence through individual attention is a 
worthy goal for all institutions that render 
a service to humanity. 

The favorable reaction of the public 
toward trust department service is not ac- 
cidental. It may be traced jointly to the 
growing intelligence of the American people 
in financial affairs and to our united efforts 
in advertising to the world at large, either 
through the printed or spoken word, the 
merits of the services we offer. 

Let me emphasize the fact that advertis- 
ing used in a sensible, judicious way is nec- 
essary in our business. We cannot afford to 
ignore a power that has accomplished so 
much good for humanity in its short ex- 
istence. Advertising is the lifegiving vitamin 
of modern business; the spark of vitality 
which contributes largely toward keeping in 
motion the yaried units of production; the 
master salesman that unobtrusively enters 
the home or new markets and stimulates a 
desire for possession. 

Advertising, however, cannot claim all the 
eredit for the rapidly improving financial 
intelligence of our people. It is due in no 
small measure to the varied activities of 
our great American Bankers Association and 
its affiliated state organizations. Our cam- 
paigns of education, sponsored in the schools 
throughout the United States by the Ameri- 
can Bankers Association, is one of the chan- 
nels through which the public is being en- 
lightened on banks and their functions. 


High Standards of Administration 


Another thing which is adding greatly to 
the service value of trust departments and 
in consequence winning public confidence, is 








660 


the constantly higher standards that are be- 
ing insisted upon in the selection of trust 
department personnel. An efficient trust ex- 
ecutive must be an individual of high char- 
acter and moral standing, should be pos- 
sessed of college training, or its equivalent; 
should have a knowledge of law, investments, 
taxation, insurance, accounting, salesmanship 
and possess a sympathetic nature and per- 
sonal charm. Not such a hard order to fill 
after all, when one looks over this gather- 
ing and notes how successfully it has been 
filled by many institutions, and you gentle- 
men represent only a section of the United 
States. 

Coupled with these numerous qualifica- 
tions for the trust executive, however, should 
be the warning that his aids likewise should 
be chosen with care and that every effort 
should be made to keep the department from 
being a one-man affair. It is necessary to 
have new executives in process of develop- 
ment so that they may step in and take up 
the reins when anyone else drops them. 

We must not forget in the estimate of our 
trust departments to include the fact that 
they afford a source of prolific business for 
other departments of the bank. To a great 
many people the trust department is the 
bank, and these same individuals in the 
course of time should be led to deal with our 
commercial, savings, safe deposit, bond or 
foreign exchange divisions. It seems to me 
that a great many financial institutions over- 
look a great opportunity by failing to im- 
press upon their customers that they have 
a regular department store of banking fa- 
cilities, where every financial need may be 
provided. What a saving in time it means 
for a customer to transact all his banking 
business under one roof. Let us check one 
department against the other and get the 
one-department patron using as many of our 
other services as he really has need for. A 
customer already on the books is certainly 
a better prospect than one hunted up promis- 
cuously on the highways and byways of our 
cities. Day after day, we often go out shell- 
ing the woods for new customers, when we 
already have them within our gates. 

Then, how about our officers, directors and 
leading stockholders? Have they been thor- 
oughly canvassed for business? Have they 
made their wills and designated your insti- 
tution as the executor? It’s pretty discom- 
forting to pick up your favorite newspaper 
and discover that one of your directors has 
passed into the great beyond and that his 
estate will be handled by a rival institution. 
Verily, the solicitation of trust business, like 
charity, should begin at home. 
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New Vision of Allied Insurance and 
Trust Service 


Among the detailed services rendered by 
a trust department, the one that seems to 
be winning favor the fastest is the life in- 
surance trust. First of all, life insurance 
is the quickest known way of creating an 
estate. In reality it affords the possessor 
the opportunity of setting up a positive 
monetary safeguard for his family and then 
permits him to begin paying for it on the 
installment plan. In my opinion, a married 
man who has childen, is not fair to his fam- 
ily nor fair to his family’s trust in him, if 
he fails to carry life insurance. I would 
even go farther than this and say to the 
young man, “Buy insurance before you buy 
the ring,’ and to the young woman I would 
say, “Marry no man who is so thoughtless 
as to scoff at life insurance.” 

There is ample evidence of the apprecia- 
tion of the public of life insurance in the 
fact that that one hundred billions of life 
insurance are now in force and the compa- 
nies are setting to work optimistically to 
write the second hundred billion. They say 
they will accomplish this within the next 
ten or eleven years, whereas it has taken 
three-quarters of a century to reach the first 
hundred billion. 

What a splendid field that is for the life 
insurance trust. What we have done thus 
far merely scratches the surface. There is 
no doubt as to the popularity of such a trust, 
for it provides safeguards and at the same 
time is flexible enough to meet future emer- 
gencies. It may be characterized as the 
greatest medium that man has yet discov- 
ered for protection of the proceeds of life 
insurance. Its application to business where- 
by partnerships are protected or the busi- 
ness itself guaranteed against disruption in 
case of death is another splendid innovation 
of modern times. 


Bank Executives and the Trust Department 

On all of these varied activities which I 
have enumerated, the bank executive should 
keep close watch; not that he should burden 
himself, except on special occasion, with min- 
ute details, but he ought to exercise a sort 
of general supervision so that he may know 
no fundamental points in the development of 
trust business in his institution are being 
overlooked. The president of the bank 
should be a member of the trust committee 
which will serve to keep him in close con- 
tact with what is going on. And if the presi- 
dent has had some previous experience in 
trust matters, so much the better. 

It is my candid opinion, that trust de- 
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partments too often are “Orphan Annies”; 
they are organized in a haphazard sort of 
way and left more or less to shift for them- 
selves. When such is the case, the bank 
executive is failing to recognize his responsi- 
bilities. It is better not to organize a de- 
partment at all under such circumstances. 
Once a department is established, the presi- 
dent should be careful to give it ample time 
to make a showing. Trust business is neces- 
sarily slow in development and should not 
be expected to show a profit too quickly. 


Value of “Get Together Meetings”’ 

One of the greatest incentives to fruit- 
ful action in the trust business is our get- 
together meetings, such as this two-day ses- 
sion has been, where we meet mutual prob- 
lems on a common ground. The open frank 
discussion of business affairs, with a view 
to finding the best way out of difficulties, is 
one of the most encouraging signs of mod- 
ern times. Trade secrets no longer remain 
locked in the bosoms of their discoverers 
but are laid upon the table to become the 
property of any who chooses. Such a dis- 
position to be ever helpful to our fellowmen 
has brought America to an undisputed lead- 
ership, not only in commerce and industry, 
but in the world of finance as well. It was 
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wise King Solomon who said: “With all thy 
getting, get understanding. Exalt her and 
she will promote thee.” 


In conclusion, let me emphasize the fact 
that the trust department is one of the most 
important divisions of a bank; that as such 
it deserves the hearty encouragement and 
cooperation of the head of the institution; 
that our field grows steadily with the wealth 
and increased activities of a busy nation and 
that we should never rest in this great hu- 
manitarian work until virtually every citizen 
has made adequate provision through the 
corporate trustee or executor for the safe- 
guarding of his estate after he has passed 
beyond this vale of tears and troubles. 

me md & 

The Guaranty Trust Company of New York 
announces following appointments: John T. 
Corsa and James E. Hollingsworth, assistant 
treasurers; Donald M. Street, assistant trust 
officer, and Francis J. McGoldrick, assistant 
secretary. 

Directors of the Market Street Trust Com- 
pany of Philadelphia announce the election 
of James W. Barker, as president to succeed 
W. Frank Witman, and the election of Ed- 
mund M. Deeter as vice-president to suc: 
ceed Mr. Barker. 


Member 
Philadelphia 
Clearing House 
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The latest 


FINANCIAL 


STATEMENT 
of New Englands largest bank 


as of October 4, 1929 
RESOURCES 


Cash and Due from Banks 

United States Securities 

Loans, Discounts & Investments 

Banking Houses 

Customers’ Liability Account of Accept- 
MN ENN ei hnps nhnas Ons hee Oe aang) Sek 

Items in Transit with Foreign Branches. .. 

Accrued Interest Receivable and Other 
Assets 


LIABILITIES 
$27 500,000.00 

Surplus & Profits 31,660,579.65 
Reserves including Interest, Taxes and Un- 

earned Discount 
Liability as Acceptor or Endorser on Accept- 

ances and Foreign Bills 
Other Liabilities 
Deposits 


Total 


“PihS T 


NATIONAL BANK of 
BOSTON 


754. 32 2: = «192g 


Foreign Branches 
Buenos AirEs, ARGENTINA 
Havana, SAnT1AGo, CIENFUEGOS AND SancT1 Spiritus, CuBA 


$85,745,734.78 
31,283,062.23 
312,773,555.61 
9,492,762.02 


43,064,491.80 
1,500,132.66 


2,138,191.32 
$485,997 ,930.42 


$59, 160,579.65 
5,473,502.26 
65,120,476.64 


2,613,632.55 
353,629,739.32 


$485 ,997 ,930.42 


European ‘Representatives 
Lonpon, Paris 
BERLIN 
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INSTALLATION AND OPERATION OF “MORTGAGE 
INVESTMENT TRUST ACCOUNT” 


ADVANTAGES OF MORTGAGE PARTICIPATIONS IN INVESTMENT OF 
TRUST FUNDS 


JUDGE H. L. STANDEVEN 
Executive Vice-president of Exchange Trust Company, Tulsa, Oklahoma 





REAT interest has been manifested 

by the trust companies of America 

in the investment of trust funds in 
what is commonly known as “The Pool Mort- 
gage System.” A very wonderful paper was 
written by G. Fred Berger, treasurer of the 
Norristown-Penn ‘Trust Company, Norris- 
town, Pa., and delivered at the Second South- 
ern Trust Conference held at Atlanta, Ga., in 
April, 1929. The paper was published in the 
proceedings of that conference. Mr. Berger 
presented this subject in a very thorough 
and practical manner, and the advantages 
and disadvantages of the system were ex- 
plained in detail. Trust officers interested in 
installing this system of trust investments 
will receive much information from Mr. 
Berger’s paper, and I commend it for care- 
ful consideration.* 


Installation of System 

After we decided to install this system, it 
was necessary for us to set up the machinery 
for its successful operation. The first ques- 
tion considered was the name. The word 
“pool” was found to be objectionable for 
many reasons, the principal one being that 
beneficiaries of trusts, whose funds were in- 
vested under this system, would have men- 
tal misgivings as to the way their funds were 
being handled by the trust department. The 
mere use of the word “pool” signifies, in the 
minds of many people, a speculative venture. 
Trust investments must never partake of a 
speculative character; therefore, we thought 
it wise to eliminate the word “pool” in our 
setup. Many names suggested themselves to 
us, but we finally adopted the name, “Mort- 
gage Investment Trust Account.” This name 
would indicate an investment in trust mort- 
gages, and would not confuse the benefici- 
aries, who, upon receiving a statement of 





*(Mr. Berger’s paper on “The Pool Mart- 
gage System” was published in the April, 
1929 issue of Trust CoMPANIES Magazine.) 





their account, would find that a certain por- 
tion of their funds was invested under this 
system. 

The next step to be considered was the 
legality of this class of investment under our 
laws. The system was submitted not only to 
our own legal department, but to other law- 
yers in whom we had confidence. We 
learned that there were no objections to this 
kind of an investment of trust funds in our 
state. 

As our trust department is under the su- 
pervision of the Banking Department of the 
state, we thought it wise to submit this sys- 
tem of trust investments to the State Bank 
Commissioner. The entire system was thor- 
oughly explained to the commissioner and 
his assistants, and we received the approval 
of the Banking Department of the state on 
the general plan. This eliminated the pos- 
sibility of having a controversy with the 
bank examiners and the State Banking De- 
partment, which might have happened in the 
event the system had been set up without 
their knowledge or consent. 

Next the general plan was presented to 
the board of directors of our company, and 
they passed a resolution authorizing the cre- 
ation of an investment trust account in our 
trust department, to be known as the “Mort- 
gage Investment Trust Account,’ and au- 
thorizing the officers of the trust company 
to carry into effect this general plan of trust 
investment. A copy of this resolution, to- 
gether with the motion of the board of direc- 
tors to authorize the purchase of the securi- 
ties to place in this account, are as follows: 


Resolution. by Board of Directors Au- 
thorizing ‘‘Mortgage Investment Trust 
Accounts”’ 

“WHEREAS: It is desired that an 
account be created in the Eachange 
Trust Company to be known as ‘Mort- 
gage Investment Trust Account, and 
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that certain notes and bonds secured 
by first mortgages of the type eligible 
for trust investments be carried in said 
account and participation certificates 
issued by the Exchange Trust Com- 
pany for investments in the several 
trusts now in said trust company, or 
that may hereafter be placed in said 
trust company ; 


“NOW, THEREFORE, BE IT RE- 
SOLVED, That the officers of this com- 
pany shall open an account on the 
books of this company known as the 
‘Mortgage Investment Trust Account’ 
and that in said account shall be placed 
certain notes and bonds secured by first 
mortgages of the type eligible for trust 
investments taken by this company, 
and the officers of this company are 
authorized and directed to purchase 
from the Exchange National Company, 
certain notes and bonds secured by 
first mortgages of the type eligible for 
trust investments and that all such 
notes and bonds secured by first mort- 
gages so purchased, shall be placed in 
said account and that the Officers of 
this company are hereby authorized 
and directed to execute a declaration 
of trust which shall be attached to 
each of such mortgages and the notes 
or bonds secured thereby, declaring 
that the Exchange Trust Company 
hold said mortgages and the notes and 
bonds secured thereby as trustee for 
the holder of the participation certifi- 
cates so issued; 


“BE IT FURTHER RESOLVED, 
That the officers of said Exchange Trust 
Company are hereby authorized and 
directed to invest in for the benefit of 
the several trusts now in said trust 
company or which may hereafter be 
placed in said company, mortgage par- 
ticipation certificates secured by the 
notes, bonds and mortgages which are 
placed in the mortgage investment trust 
account of this company.” 


Motion to Purchase Mortgage for Mort- 

gage Investment Trust Account 

“Upon motion duly made, seconded 
and carried, the officers of the Hx- 
change Trust Company were autho- 
rized to purchase from the Exchange 
National Company for the mortgage 
investment trust account, the follow- 
ing loans: 


6878-5 
6136-6 
6922-7 


J. H. Smith $35,000 
A. P. White..... 48,500 
Wm. A. Brown.. 22,000 


$100,500” 


Total 


Declaration of Trust 

After the adoption of the resolution by the 
board of directors, and the purchase of the 
mortgages by the trust department, it be- 
comes necessary for the trust company to 
execute a declaration of trust, setting forth 
the fact that the mortgages so purchased— 
describing each mortgage—is held by the 
trust department for its “Mortgage Invest- 
ment Trust Account,” in trust, for the hold- 
ers of participation certificates issued against 
the same. A separate declaration of trust is 
executed and attached to each mortgage 
placed in this account. (A copy of this dec- 
laration of trust is shown on next page.) 

We are now ready to invest trust funds 
from this “Mortgage Investment Trust Ac- 
count.” We have prepared a form of a mort- 
gage participation certificate which we think 
covers the case. This certificate is issued for 
the funds available in any trust account, and 
is issued by the trust officer of the trust de- 
partment as, and when, the funds are ready 
for investment. (The form of mortgage par- 
ticipation certificate is shown on page 666.) 

Register of Participation Certificates 

It is necessary to have a register of the 
participation certificates. We have prepared 
a register for this purpose, which is very 
simple, and which includes the date of the 
participation ; the name of the trust to which 
it is issued; the number of certificates; and 
the amount thereof. As these certificates are 
paid and canceled, the proper record is made 
upon this sheet; thus, keeping an accurate 
record at all times, of the amount of par- 
ticipations outstanding against the ‘Mort- 
gage Investment Trust Account.” (A copy of 
the register is shown on page 666.) 

The next record is our tickler card, giving 
the necessary information regarding the 
trust account, name of the trust, and the 
interest maturity dates. This automatically 
brings up this trust certificate for the pur- 
pose of crediting interest to the trust ac- 
count. (A copy of this tickler card is as 
shown on page 667.) 

Advantages of System 

The foregoing constitutes the complete 
machinery by which we have set up, in our 
trust department, what we call our “Mort- 
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EXCHANGE TRUST COMPANY 


TULSA, OKLAHOMA 
DECLARATION OF TRUST 


No. es eee 













The EXCHANGE TRUST COMPANY hereby declares that the note or bond and mortgage hereto attached, 


ee da REE ERR Bene Rat etd nee See ree SOR eee seeateccee’ hn a SE TN................. Oe Sn RT IRONS ATE Pacem ENE es 
to Exchange National Company for. Thirty...five..thousend=... et aot.m.m....Dollars 
($..25,.900...00.......... ), its Loan No...637.3--5.......... dated the.................... Meyidiea «tt a , 19: ae. 
recorded in the office of the County Clerk. of................ Tulsa... County, Oklahoma, in Book-.....],99............, 
at Page.......2Q0........... , are not the property of said Exchange Trust Company although standing in its name, but are 


held by said Exchange Trust Company for the amount thereof for its Mortgage Investment Trust Account in the Trust 
Department, Account No. 1200, in trust for the holders of participation certificates therein, it being understood and 
agreed that said note or bond and mortgage may be by said Exchange Trust pong 5 | withdrawn from the Mortgage 
Investment Trust Account on the substitution by said Exchange Trust Company of other notes, bonds and mortgages in 
like or similar amounts to the ones withdrawn. 


IT IS FURTHER UNDERSTOOD AND AGREED that the excess in amount of notes and bonds secured by 
mortgages placed in said Mortgage Investment Trust Account over the amount of the participation certificates issued by 
said Exchange Trust Company and outstanding shall be the property of said Exchange Trust Company and may be 
withdrawn from said Mortgage Investment Trust Account by said Exchange Trust Company at any time, and said 
Exchange Trust Company shall receive all the income, interest and profits from any such excess. 











IN TESTIMONY WHEREOF, the EXCHANGE TRUST COMPANY. has caused its corporate name to be sub- 
scribed by its Vice-President, attested by its Secretary, with seal, this...Lat....... Gay: Of..:. ISRO BAR...<..<0-0000<, ISS 


EXCHANGE TRUST COMPANY, 







Vice-President 
ATTEST: 









Recretary. 


DECLARATION OF TRUST IN SETTING Up “MortTGAGE INVESTMENT TRUST ACCOUNT” 


gage Investment Trust Account,” and which Second: The investment of any amount, 
is commonly known as the “Pool Mortgage large or small. It is our practice not to 
System.” We find this system works very issue certificates for less than $50. In a 
satisfactorily. It has many advantages that number of cases we have found it desirable 


we did not have under the old system of in- 7 . 2 
tfigeits: . d 8) . to issue a certificate for the entire amount 
vesting trust funds. Among the many ad- 









vantages are: in the trust, even though it was an odd 
First: The immediate investment of trust ‘mount. 
funds. Third: Under this system there is less 






REGISTER OF MORTGAGE INVESTMENT TRUST PARTICIPATION CERTIFICATES 
ISSUED BY EXCHANGE TRUST COMPANY “TRUST DEPARTMENT” 





























\ = | 

|| CERT. | MATURITY || AMOUNT DATE 4) 

DATED ISSUED TO | NO. = tDATE | OF CERT. PAID | % 

= = Se __ = = = | == SSS 
1 | 10/2529 | Joseph C. Davis. =| 1| 6 | $1,000.00 | } 1 
2 | 2 
3 | | 3 
4 | | | 4 


or 


Pl | i 
I 


' | | 


REGISTER OF PARTICIPATION CERTIFICATES 


666 TRUST 


bookkeeping and fewer entries to be made 
in each trust account. 

Fourth: This system also does away with 
the item of accrued interest. In the invest- 
ment in mortgages there is always the item 
of accrued interest. We have found it very 
difficult in many cases, to satisfactorily ex- 
plain this matter of accrued interest to some 
of our beneficiaries. Many times we have a 
certain amount to invest, and a mortgage for 
that amount, and the item of accrued inter- 
est must be split and carried both in the 
trust department and in the general depart- 
ment. In the handling of a large number 
of trust accounts, the mechanics of handling 
accrued interest items on trust investments 
is a big problem for the accounting depart- 
ment. The elimination of this item alone, 
in my judgment, justifies the establishing 
of this system wherever it is legal and prac- 
tical. 

Fifth: Another advantage for this system 
is that you can arrange for your interest 
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maturity to meet the beneficiaries’ require- 
ments. Under the mortgage system the in- 
terest is paying according to the tenor of 
the note, while under the “pool’’ system the 
interest can be made payable at any desired 
time. In many cases, in arranging the pay- 
ment of income to beneficiaries, this is very 
desirable. As a matter of practice, interest 
is payable semi-annually. The first interest 
payment is usually a long or a short pay- 
ment so as to have the remaining interest 
payment payable as of the first day of the 
month. 

Sixth: “The Mortgage Investment Trust 
Account” can be increased, or decreased, at 
any time, so long as the mortgages placed 
therein are equal to, or in excess of, the par- 
ticipation certificates issued against the ac- 
count. Any excess interest over and above 
the interest required on the participation 
certificates, belongs to the trust company 
and can be charged out of that account at 
stated intervals. 


EXCHANGE TRUST COMPANY 


(TRUST DEPARTMENT) 
TULSA, OKLAHOMA 


6% 
MORTGAGE PARTICIPATION CERTIFICATE 


(For Investment) 


eS eae roa Waals Wale ee 

THIS IS TO CERTIFY that the EXCHANGE TRUST COMPANY, as........ TUBERC eee ey UNE 
ES a ag a ; 
Trt No.2... OSS > BEDI OTEASRELT PSEEEE B s2 fee eR RR Ae ea OR Soe eC 
Ome. PNOUSENG am me eee eee ee Dollars (Ge ccc cccccceeee ) proportionate 





interest in and to certain bonds and notes, and mortgages securing the same, held by Exchange Trust Company, of 
Tulsa, Oklahoma, in the Trust Department, in Account No. 1200, known as the Mortgage Investment Trust Account, 
in trust for the holders of participation certificates issued on account thereof, whereof this is one, the amount of which 
certificates so issued to trust estates and outstanding is, and shall always be, less than the total par value of said bonds 
and notes secured by first mortgages; and that said estate: is entitled to interest produced thereby and received there- 
from at the rate of six per cent (6%) per annum from the date of this certificate, payable. semi-annually on the first 


days of........ Sh and........... OCtarer.......... of each year; and that said bonds, notes and mortgages are 
held as trust bonds, notes and mortgages belonging to the holders of said certificates. 


THIS CERTIFICATE may be redeemed by the Exchange Trust Company at the principal amount thereof, together 
with accrued interest thereon, at any interest payment date. 


THIS CERTIFICATE is non-negotiable and ron-transferable. 
IN TESTIMONY WHEREOF, EXCHANGE TRUST COMPANY bas caused its corporate name to be subscribed 
hereto by its Trust Officer or any Assistant Trust Officer, this....2£%0......... day of.......N@hss.n2: 19 


APPROVED EXCHANGE TRUST COMPANY, 


Oe cet ecad hata ese gcecetegse eee MN ear ehenacs wees este DS soonest 


Trust Administrator wseseeeeee bust. Officer 


FORM OF MORTGAGE PARTICIPATION CERTIFICATE IN SETTING UP “MorTGAGE INVESTMENT TRUST 
ACCOUNTS” 
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The forms herewith submitted, have met 
our needs in the establishing of this system. 
These forms may not apply in every particu- 8 
lar case, but they are offered in the hope IO W A S 
that they might be helpful to some company 
which desires to establish this system of 
trust investments. Our experience has jus- LARGEST BANK- 
tified us in establishing this account and 


investing trust funds in this manner. 





Classes of Trust Not Invested in Account An Able and 
There are certain classes of trust funds 

which we do not invest in the “Mortgage In- Trustworthy 

vestment Trust Account.” These are as fol- e 

lows : Representative 
First: Guardianship funds, and funds be- e 

longing to estates. Under the laws of our in the 

state, funds of a guardianship can only be 

invested in trust mortgages, and the court Corn Belt 


must approve each individual mortgage in- 


vestment. Our law also prohibits the invest- IOWA-DES MOINES 


ment of funds in estates, in anything except 


government bonds. This is not true of testa- NATIONAL BAN K 





mentary trusts. Funds in testamentary &TrR ST. MPANY 
trusts may be invested through this system. oxime 
Second: Large trusts, such as endowment g 


; iversities: 5 AFFILIATED WITH 
funds for colleges and universities; also, NORTHWEST BANCORPORATION 
trusts created under governmental authority, Tae naar 
and funds belonging to Indians and wards 
of the government. Combined Resources over $446,000,000 
In these cases only original first mortgages 
ean be used for trust investment purposes. 








In all other trust accounts, unless specially G. E. Gangloff, trust officer of the Schuy- 
limited in the declaration of trusts, invest- kill Trust Company of Pottsville, Pa., has 
ment may be made through this system. been elected a vice-president. 


Mortgage Investment Trust Account No. -1200-.- -- Participation Certificate 


Issued to.___-- - eT ee 6 
Cert. No.--sthke.---.- Rate..6&..% Amount $1000.00. .......Cancelled___._.-----_-.-- 
Cert. Dated... 10/25/29- -- -- ---- Interest Payable.. April_l,....October 1e.________ 


Deposit in Exchange National Bank for credit of 
Disposition of Interest -. Mary-E. -Dav¥is ----------------------- 








Amount Amount 





__50.00_ _|19-1-50 _ 
30.00. /10-1-31 


30.00 _| 4-1-z9 30.00, |10-1-34 





TICKLER CARD GIVING INFORMATION ON EACH PARTICIPATION IN TRUST ACCOUNT 
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Individual 
Service 


Since 1784 


Lnpiinvat service is one of the prin- 
ciples on which the Bank of New York & 
Trust Company was founded by Alex- 
ander Hamilton in 1784. 
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In the one hundred and forty-five years a | 
’ : a Me 1 TG a4 Aga. il 
of its eomtonnn, this benk has adhered to ‘Sere eew sel 
that principle, adopting new methods only WHEE 13]. 7 7 EFS 
239 997 TEAM 
as they were shown to contribute to the ns i z | 
success of such a policy. In this way it has 
achieved a personal and cordial relation 
with its clients resulting in a sympathetic 
understanding otherwise difficult to attain. 
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CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $19,000,000 


48 WALL STREET, NEW YORK ertlleshgsne 


CLEARING HOUSE 
Uptown Office MEMBERSHIP 


Madison Avenue at 63rd Street pe ae 
* 
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PTTITITIMIIITIMITI MIT TELIA TIAL EE 


GUIDING THE INVESTMENT TRUST MOVEMENT IN 
SAFE CHANNELS 


SOME METHODS AND DEPARTURES WHICH CALL FOR HOUSECLEANING 


HARRY A. WHEELER 


HE Investment Trust is not a new de- 

vice. It is borrowed from abroad, 

chiefly from Great Britain, and adapt- 
ed to our own peculiar requirements in this 
country, in which adaptation it departs from 
the technical understanding of the old-world 
function and includes trading and holding 
companies as supplementary to its operation. 
In the United States this movement is still 
in the early evolutionary stages, but it has 
reached a stupendous capitalization so rapid- 
ly that it has already become imperative to 
carefully examine the power as used, lest 
the menace of miscarriage and failure should 
unsettle our whole national prosperity. These 
companies issued in the month of September, 
1929, more than $600,000,000 of their own 
shares and for the nine months of 1929 last 
passed more than $2,000,000,000. This de- 
velopment is not natural. 

It is doubtful if sound and wise manage- 
ment can be so quickly assembled for the in- 
telligent and conservative handling of this 
volume of capital. We have plunged into this 
field with our usual headstrong and impulsive 
action; we are indulging in a fad and have 
not yet created an institution. British In- 
vestment Trusts, notwithstanding their more 
gradual development and sound charter laws, 
had to go through a drastie period of house- 
cleaning and reorganization, and we should 
now undertake to have our housecleaning 
here at the beginning rather than a disas- 
trous experience some years from now. Not- 
withstanding this obvious criticism, the in- 
vestment trust has come to stay. 


Proper Functions of Investment Trust 


With the great increase in the number and 
character of domestic securities offered in 
this country, the large investment in foreign 
securities, and in the unusually rapid devel- 
opment of our listed shares and of our mar- 
ket turnover, it may be said that the small 
or moderate investor would be better served 
by entrusting his available funds to an ex- 


Vice-chairman of Board of Directors of the First National Bank, Chicago 


perienced agency than to attempt to follow 
analytically the values of securities miscel- 
laneously purchased. The investment trust 
worthy of the name and worthy of confidence 
is and should be an expert organization liv- 
ing and operating in the field of security 
values, organized with a personnel experi- 
enced in handling investments, constantly in 
touch with the trends of the market and with 
every new development that may affect gov- 
ernment securities at home and abroad, and 
corporate securities in all of their classifi- 
cations. 

The small investor cannot possibly follow 
closely the changes in the prosperity of cor- 
porations whose securities he may hold. 
Losses have resulted through failure to have 
this intimate knowledge and to forecast and 
take advantage of those changes which might 
suggest increased purchases of some shares 
or prompt sale of securities that were becom- 


ing undermined. With the increase of the 
investing power of this country and the 


proper desire of our people to diversify their 
investments over a wide range of securities, 
the investment trust offers a very favorable 
mechanism and the profit upon its shares 
may easily exceed the returns that would be 
made by individual investment in miscellane- 
ous securities except in periods when the 


market was subject to rapid speculative ad- 
vances. 


Danger From Pool Operations 

The great market development of the past 
four years has given rise to the organization 
of operating pools for the manipulation of 
securities. If the investment trust should 
be used as an instrumentality to take over 
important pool operations, either to carry or 
liquidate them, it would be a subversion of 
the high purpose of this phase of our finan- 
cial structure, in which diversification should 
be an underlying principle. The trust man- 
agement would, in reality, thus become the 
controlling factor in important sections of 
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She 
WASHINGTON LOAN 
and TRUST COMPANY 





WASHINGTON, D. C. 


PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


F Street at 9th, N. W. 
17th St. at G, N. W. 





entire industries, wherein the burden of di- 
rection would necessarily fall upon them. 
We are Ied to wonder whether large trusts, 
with a number of industrial or utility opera- 
tions in control, can so attune themselves to 
the necessity of experienced industrial and 
utility operation as to wisely administer 
their affairs not in times of universal pros- 
perity but in times when courage and expe- 
rience are needed to guide industrial and 
utility operations through troubled waters. 

Personally, I am sure that the investment 
trust, the holding company, and the trading 
company have a continuing place in our finan- 
cial structure. They must, of course, go 
through the period of incubation, there must 
be a gradual elimination of those incompe- 
tently managed, and this elimination will un- 
doubtedly cause loss to the public—in the 
Same manner that occurs in every new move- 
ment that takes place in the field of finance 
and industry. But in due course they will 
settle down to a proven policy, subject to 
such legal limitation and regulation as may 
be wise in the public interest, and will grad- 
ually add to the safety of our financial op- 
erations. 


Question of Supervision and Control 

Eventually, the merger and consolidation 
of industries and utilities and the directing 
power of these held by the investment trusts 
will, of necessity, have to come under public 
review and analysis; the legitimacy of opera- 
tions be weighed; the effect of such opera- 
tions upon the public interest be assured to 
be favorable and the supervision and control 
be so established as to assure those who in- 
vest in the sanctity and safety of their in- 
vestments. 

This time has not yet arrived. Whether 
there shall be disturbance from the stand- 
point of political antagonism and public con- 
demnation, depends entirely upon the wisdom 
with which the management guards its step. 


Resources over 
$19,000,000.00 


JOHN B. LARNER 
President 


ET 
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In the day of large industrial and utility 
units and in the control of these by the in- 
vestment trust, there developed an interlock- 
ing of directorates which may make more 
difficult the operation of the medium sized 
business. Directors who sit around the table 
representing the various industries that are 
interrelated have, of course, a distinct ad- 
vantage in establishing a policy that will fa- 
vor their particular related interests as 
against those of the outsider. If the small 
man is shut out of competition; if the favors 
that are exchanged across directors’ tables 
restrict competition and shut out those that 
have a right at least to be heard, public 
reprisals and political action will inevitably 
follow and the whole field of organization in 
this structure of finance will have to undergo 
the experience from which we _ previously 
suffered in*‘this country of drastic regulatory 
legislation; of disillusionment and of infinite 
injury of security values of all of the busi- 
nesses and services thus condemned. 

There never was a time when the business 
men in control of large business had more 
need to watch the course of his operation, his 
contacts, his interrelations and his open door. 
Public sentiment is no longer fearful of the 
size of business. Governmental authority has 
lost its antagonism in a substantial measure 
and is ready to promote business in all fields. 
If management is wise, thoughtful, broad- 
minded and public spirited in the character 
of its service and in the recognition of its 
responsibility to the country, there is no rea- 
son to expect other than a firm establishment 
of those new forces upon a foundation of 
continued and increasing prosperity and it 
is to be hoped for the sake of business and 
for the country that this wisdom will be 
found in all of these new groups that are 
destined to play so great a part in the future 
weal of the United States of America. 


a 
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My money 


~my trip 
1s ruined 


Thus exclaimed a young lady 
who recently arrived in New 
York from Pittsburgh. Her 
steamer was soon to sail for 
Europe but she had unfor- 
tunately left her Travelers 
Cheques at home. 


A stranger in a strange city, 
it seemed that her trip would 
be ruined—until she went 
to the American Express— 
and then things began to 
happen. She was advised 
to telephone her home in 
Pittsburgh and arrange for 
some one to take her cheques 
to the local American Ex- 
press office. The Resident 
Manager there, realizing the 
urgency of the matter, tele- 

honed to the American 

xpress headquarters at 65 
Broadway, New York, that 
he had received the cheques. 
The young lady established 
the necessary identification, 
new cheques were issued to 
her immediately, and she 
caught her steamer, thankful 
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to the organization back of 
American Express Travel- 
ers Cheques. 


Bankers know the story of 
American Express refund 
service, but this particular 
transaction,though unusual, 
happily iilustrates one of 
the unique service advan- 
tages of American Express 
Travelers Cheques. 


There are more than 26,000 
Express offices throughout 
the United States and Can- 
ada, forming a network of 
near-at-hand service stations 
always ready to assist your 
clients who carry American 
Express Travelers Cheques. 


safety 


and spendability 


ERICAN 


EXPRESS 
Ura 


velers cheques 


Steamship tickets, hotel reser- 
vations, itineraries, cruises and 
tours planned and booked to any 
part of the world by the Amer- 
scan Express Travel Department 











TO THE BANK 


that insures 
$100,000 


in bonds for 


$5.00 








HAT single object is more important to your bank’s reputation than the key you 
W give to your Safe Deposit Box holder? What single misfortune would be more 
expensive than permitting an unauthorized use of that key? You rent a box for 
$5, and your customer may keep $100,000 in negotiable securities in the box .... Yet 
hundreds of banks depend on little more than the memory of a vault oficer—hundreds 
of banks permit entry on presentation of a key and number—without an accurate check 
on the individual who claims the right toa box... . The 
memory of a vault officer may carry to the face of the in- 
dividual seeking admission but it cannot always identify the 
face with a DEFINITE BOX NUMBER ... . Our new 
book explains a quickly operated, accurate system for pro- 
tecting your bank and your Safe Deposit Box holders. It 
shows how a check and counter check can be made in 
fifteen seconds. It illustrates a plan which gives a four- 
year record of every safe deposit box entry—a check 
by name and again by number—and a follow up 
system which assures Box Rental Collection 
when it is due .... Every bank executive will 
find it profitable to spend fifteen minutes 
with this book. 









Kardex Visible Records 


mington Rand 


BUSINESS SERVICE 


BUFFALO, NEW YORK 






tlemen: I shall be glad to spend fifteen: minutes looking ; 
over your Safe Deposit Box System Book 
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SUMMARY OF PROCEEDINGS 


OF THE 


Hifth Mid-Continent Crust Conference 


HELD AT DETROIT, MICHIGAN, NOVEMBER SEVENTH AND EIGHTH, 1929 





HILE Stock Market values crashed 

in Wall street and financial clouds 

assumed a dark hue throughout the 
country, the 500 trust officers attending the 
fifth Mid-Continent Trust Conference at De- 
troit, November 7th and 8th, composedly 
and without apparent distraction of thought, 
discussed technical and administrative prob- 
lems relating to trust business, Incidental 
allusions to common stocks as investments 
for trust funds only invoked quiet but sig- 
nificant exchange of smiles. On the other 
hand there was earnest consideration given 
to new avenues and methods for spreading 
the mantle of trust protection over property, 
estates and investments by means of living 
trusts, life insurance trusts, custodianships, 
sound testamentary writing and through a 
variety of other fiduciary agencies. 


While there were doubtless quite a number 
of trust department executives whose inten- 
tion to participate in the conference was frus- 
trated by strained security market conditions, 
there was nevertheless a surprising repre- 
sentation from practically all of the states 
embraced in the area of the mid-continent 
group of states. From the platform there 
come well prepared and practical addresses 
on subjects of very timely interest. The com- 
fort as well as means for recreation were 
also matters well provided for by the local 
committees. Special credit is due to mem- 
bers of the general committee headed by 
Robert O. Lord, president of the Guardian 
Trust Company of Detroit; the arrangements 
committee headed by Julius C. Peter, vice- 
president of the Detroit and Security Trust 
Company; the entertainment committee, of 


which A. Douglas Jamieson, vice-president of © 


the Union Trust Company was chairman; 
the finance committee headed by Albert E. 
sreen, vice-chairman of the Detroit & Secur- 
ity Trust Company; reception and registra- 
tion committee of which Leverett E. Fitts, 
vice-president of the Fidelity Trust Company, 
was chairman, and the publicity committee of 


which Clinton F. Berry, vice-president of the 
Union Trust Company functioned as chair- 
man, 


Opening Session of the Conference 

The first session held in the ballroom of 
the Book Cadillac Hotel was presided over 
by E. S. Wolfe, vice-president of the National 
Bank Division, A. B. A., and president of 
the First National Bank of Bridgeport, Conn. 
Words of welcome were extended by general 
chairman Robert O. Lord and without fur- 
ther preliminaries the conference directed it- 
self to the serious work of the conference. 
Roy C. Osgood, vice-president of the First 
Union Trust & Savings Bank of Chicago, 
brought some excellent ideas on Improving 
Trust Service.” (See page 679.) 


Recent Court Decisions Affecting Trust 
Business 

In his address on “Recent Developments 
Affecting Trust Business,” J. D. Armstrong, 
vice-president and trust officer of the Mer- 
chants Trust Company of St. Paul, Minn., 
devoted attention especially to the decision 
of the Supreme Court of the United States 
in the Worcester County National Bank case 
relating to the rights of merged banks and 
trust companies to succeed to fiduciary ap- 
pointments and which has been covered in 
previous articles and court reviews published 
in Trust Companies. Mr. Armstrong also 
discussed the decisions of the Supreme Court 
of the United States in the Chase National 
Bank and the Reinecke cases, establishing 
a principle of importance in connection with 
the application of Federal Estate tax to 
policies of insurance. In summarizing the 
effect of these major decisions, Mr. Arm- 
strong said: 

“The practical effect of the cases which I 
have commented on is to emphasize the ne- 
cessity in the Worcester bank case, of setting 
forth in each will drawn a provision to the 
effect that in case of a sale, merger or con- 
solidation the full power of the executor 
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designated shall pass to the merged, pur- 
chasing or consolidated corporation, while 
under the Saltanstall case, the Chase Na- 
tional Bank case and the Reinecke case, it 
is established that where the right to alter 
or amend the trust remains with the donor 
alone, or with the donor and the trustee, the 
estate is subject to the estate tax as the 
transfer did not become effective until the 
death of the donor, but where the power of 
revocation or alteration is subject to the con- 
sent of the beneficiary, an adverse interest, 
to all practical purposes the control had 
passed as fully from the control of the donor 
as if the gift had been made absolute at the 
time the trust instrument was drawn.” 

The morning session came to a close with 
a_paper on “Features in the Trust Depart- 
ment that Promote Efficiency,” by Robert F. 
Crew, vice-president of the First-Citizens 
Trust Company of Columbus, Ohio. 


Second Session of the Conference 

Vice-president E. S. Wolfe of the National 
Bank Division, A. B. A., again presided at 
the second session of the conference. The 
problems which confront trust companies and 
banks in developing trust business in smaller 
communities was the subject of the first pa- 
per by Clyde H. Doolittle, general counsel of 
the Iowa-Des Moines National Bank & Trust 
Company of Des Moines, Ia. He was fol- 
lowed by H. F. Pelham, vice-president of the 
Citizens & Southern National Bank of At- 
lanta, Ga., to whom is due the credit for or- 
ganizing the Corporate Fiduciaries Associa- 
tion of Michigan, while engaged as trust of- 
ficer of the First National of Flint and prior 
to becoming associated with the Citizens and 
Southern. He gave an excellent address on 
“Making Trust Service Personal to the Pros- 
pect,” the salient features of which are given 
elsewhere in this issue of Trust CoMPANIES. 

A most instructive paper on “The Living 
Trust” was next presented by Ray Sawyer, 
counsel and vice-president of the Cleveland 
Trust Company. (See page 647.) The con- 
cluding paper of the session was by Hugh 
McLean, assistant trust officer of the Colo- 
rado National Bank of Denver, on “Trusts— 
How Long.” 


At the banquet which was held on the eve- 
ning of the first day of the conference, the 
speaker of the evening was William B. Stout, 
vice-president of the Stout Metal Airplane 
Company, Division of Ford Motor Company, 
who gave his listeners a convincing and lu- 
minous description of the safety and place 
of aircraft in our modern social and eco- 
nomic life. The toastmaster was Ralph 


TRUST COMPANIES 


Stone, chairman of the Detroit & Security 
Trust Company, who indulged in some remi- 
niscences as to the first meeting of the Trust 
Company Section of the American Bankers 
Association in Detroit. 


Third Session of the Conference 

As presiding officer of the third and fourth 
sessions of the conference, John C. Mechem, 
president of the Trust Company Division, 
A. B. A., and vice-president of the First 
Union Trust & Savings Bank of Chicago, 
proffered some introductory suggestions in 
the course of which he said: 

“Without question, there is a rapidly grow- 
ing public appreciation of the many impor- 
tant services which a modern trust company 
or trust department renders. The growth in 
corporate trust business was to be expected 
as corporate trust services are closely relat- 
ed to the general business of the country, 
which has prospered so notably and which 
has brought forth so many changes in cor- 


porate structure during the past twelve 
months. The management of both personal 
and corporate finance is becoming increas- 


ingly intricate. Taxes and accounting are 
constantly becoming more burdensome for 
the individual—-more essentially matters for 
the expert. Security analysis and selection 
have become a profession in themselves. The 
growing complexity of the investment market 
makes it no longer feasible for the business 
man to excel in the investment of his earn- 
ings as an after-hours avocation.” 

The first address of this session was pre- 
sented by Ralph E. Badger, vice-president of 
the Union Trust Company of Detroit, who 
discussed the proper administration of trust 
investments. He was succeeded by Robert 
F. Bingham, member of Thompson, Hine & 
Flory of Cleveland, who discussed “Land 
Trust Certificates” and after describing the 
method of setting up and operating, 
marized the circumstances to which 
trust certificates are best adapted. 

In the absence of H. L. Standeven, vice- 
president of the Exchange Trust Company 
of Tulsa, Okla., his address on “Mortgage and 
Trust Participations” was read by his son. 
This interesting paper appears elsewhere in 
this issue of Trust Companies. The con- 
cluding paper of the session was on “The 
Rights and Liabilities of the Trustee in Re- 
taining Non-Legal Investments,” by A. Holt 
Roudebush, vice-president of the Mississippi 
Valley Trust Company of St. Louis. 


sum- 
land 


Lonsdale Addresses Closing Session 
The feature of the closing session of the 
conference was an address on “The Impor- 
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tance of the Trust Department as Viewed by 
the Bank Executive,’ by John G. Lonsdale, 
president of the American Bankers Associa- 
tion and president of the Mercantile-Com- 
merce Bank & Trust Company of St. Louis, 
which is published elsewhere in this issue of 
Trust COMPANIES. 


Operation of Business Insurance Trusts 

One of the most instructive and carefully 
prepared papers presented at the conference 
was that which followed by William C. Mill- 
er, vice-president of the State Bank of Chi- 
cago. He discussed effective methods of sell- 
ing; things that should \be considered in clos- 
ing a business insurance trust and benefits 
to be derived by trust companies. In part 
and relating particularly to benefits derived 
by trust companies, Mr. Miller said: 

“Business insurance trusts are usually of 
good size, rather larger than trusts created 
by individuals, and accordingly substantial 
sums of money pass through the trustees’ 
hands. The principal advantage it seems, 
however, is the making liquid stock interests 
in partnerships and of that we shall speak 
more at length later on. There is a splendid 
opportunity if parties have no banking con- 
nections to interest them in the commercial 
department of the bank as well as other de- 
partments through this trust department 
contact. 


“This class of business offers the trust 
companies opportunities to render real pub- 
lie service; makes for good will with the life 
underwriters and members of the bar; all of 
which redounds to the best interests of our 
institutions. 

“Fees, yes, but to be collected in the fu- 
ture. We are all giving of our time and 
energy. Some of us may never realize the 
benefits that our companies are going to de- 
rive, but has that not been the history over 
all the years in the development of personal 
trust business? 

“You cannot act as executor of a man’s 
will unless he makes a will and nominates 
you, and so in this line of endeavor you 
cannot be trustee under a business insurance 
trust unless the insurance trust is created.” 


Conducting a Special Insurance Trust 
Department 


Development of life insurance trust busi- 
ness was the topic of the closing paper at 
the conference. Particular interest was 
shown in the experience of the Equitable 
Trust Company of New York in establishing 
and conducting a special Life Insurance 
Trust Department, the first of the kind in 
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the country. Results and methods observed 
in operating this department were described 
in a paper on “Utilizing the Ownership of 
Life Insurance to Secure New Trust Busi- 
ness,” by Edward N. McMahon, insurance 
trust officer of the Equitable Trust Company 
of New York. His treatment of the subject 
and some obstacles of cooperation with un- 
derwriters which have been smoothed out, 
followed somewhat along the lines of an 
article by Mr. McMahon appearing in the 
October, 1929, issue of TRUST COMPANIES. 
Mr. McMahon described in detail the opera- 
tions and policies of the special insurance 
trust department conducted by the Equitable 
Trust Company. 
2, 


2, o, 
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The First National Bank and the First 
State Bank of Palmyra, N. Y., are to be 
merged under the title of County Trust Com- 
pany. 

Mrs. Nathalie Schenck Laimbeer, one of 
the foremost women bankers in the United 
States, died recently at her home in New 
York City. She was formerly manager of 
the women’s department of the U. S. Mort- 
gage & Trust Company and an assistant 
cashier of the National City Bank. 
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Trust Company 


Trust Company - Total Resources in excess of $800,000,000 


foundations for expanding in- 


dustry and commerce. 


The consolidation of The 
Seaboard National Bank and 
The Equitable Trust Company 
brings to the service of their 
clients a more deeply entrenched 
foundation in resources and 
banking experience. On this 
foundation the established busi- 
ness of today as well as the 
coming business of tomorrow 


can rely for their growing needs. 
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COLORADO NATIONAL BANK 


DENVER, COLORADO 
Authorized Under Federal Reserve Act to Exercise 
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Full Trust Powers 


Our Trust Department serves individuals as trustee, executor, 


Special facilities to serve corpora- 


tions as registrar and transfer agent of stock and as trustee under 
bond issues. 


GEORGE’B. BERGER 


Correspondence invited. 


FRANK N. BANCROFT 
Trust Officer 





































BANK HOLDING CORPORATION IN 
WISCONSIN TO PRESERVE 
INDEPENDENT BANKING 


Formation of a bank holding corporation by 
interests identified with the First Wiscon- 
sin National Bank of Milwaukee and which 
will have statewide ramifications, is designed 
to preserve the independence of unit bank- 
ing in Wisconsin rather than to centralize 
control. In acquiring stock interest in Wis- 
consin banks it is made clear that the pur- 
pose of the First Wisconsin Group is not 
to secure control but to enable banking insti- 
tutions to secure the benefits of a coopera- 
tive organization which will insure same 
management, retention of identities and poli- 
cies to local institutions as well as the fa- 
cilities provided by association through a 
central holding organization. 

An announcement made by President 
Walter Kasten of the First Wisconsin Na- 
tional Bank that the action in favoring co- 
operation with other banks of the state by 
means of a holding company and exchange 
of stock is hastened by efforts of banks out- 
side of Wisconsin to acquire Wisconsin banks 
and that the step is necessary to maintain 
the independence and strengthen unit banks 
in that state. 

The First Wisconsin National now heads 
a group of affiliated institutions commanding 
resources of about $210,000,000. This group 
includes four branch offices and thirteen af- 
filiations in Milwaukee county. Recent af- 
filiations with the First Wisconsin Group 
have been the Union National Bank of Eau 
Claire, the First National Bank of Oshkosh, 
the First National Bank of Menomonie and 
the Sherman Park State Bank. Stock of the 
First Wisconsin National on the basis of a 
recent ten for one split has been quoted as 
high as $94 a share representing increase of 
$50,000,000 in total market value of stock. 





UPHOLDS CHARITABLE BEQUEST FOR 
DUMB ANIMALS 

The Supreme Court of Colorado was re- 
cently called upon to decide a rather novel 
question of law in regard to the validity of 
charitable bequests to dumb animals. The 
testator, having no immediate relatives, be- 
queathed the residue of his estate to the 
Colorado State Board of Child and Animal 
Protection in perpetuity, to be used in afford- 
ing relief to abused dumb animals in Colo- 
rado. He further requested that his own 
dog be taken care of until its death and that 
three drinking fountains for animals be 
built in the city of Denver. 

Collateral relatives claimed that this gift 
does not constitute a charitable trust; that 
the gift to a single dog voids it; and that 
the gift of the drinking fountains is vague 
and uncertain. 

The court held that a charitable trust 
may be established for the relief of dumb 
animals, as such a gift indirectly benefits 
man, and makes for his moral betterment. 
The corporate board in question has the 
power to hold and administer real and per- 
sonal property as a charitable trust, since it 
was incorporated as a charitable organiza- 
tion, and in becoming a public body, it did 
not change its original powers. The be- 
quests as to the individual dog and the foun- 
tains are merely precatory and not binding. 
The testator, before making these requests, 
gave his estate to the charitable organization 
in definite, certain language, and this lan- 
guage will not be disturbed by later seem- 
ingly inconsistent phrases. 





P. M. Rushmore has been appointed a vice- 
president of the Corn Exchange Bank & 
Trust Company of New York, and W. M. 
Cronin and C. W. Bird have been appointed 
assistant vice-presidents. 








- 
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FACTORS OF COMPETITION AND COSTS WHICH 
GOVERN CHARGES FOR TRUST SERVICES 


MOVEMENTS TOWARD IMPROVEMENT AND STANDARDIZATION 


ROY C. OSGOOD 
Vice-president, First Union Trust and Savings Bank of Chicago 





(Epiror’s Note: Cost ascertainment and observance of adequate and proper fees 
for various types of trust service not regulated by statute, constituted one of the major 
topics of discussion at the recent fifth Mid-Continent Trust Conference held in Detroit. 
A valuable contribution to the subject of improving trust services, introducing study of 
cost accounting and adjustment of fees and other problems of fiduciary management, 
was the paper presented by Mr. Osgood, the salient portions of which are given herewith.) 


USINESS competition is one of the vital 
considerations in causing a bank to de- 
cide upon undertaking, continuing, or 

discontinuing trust service. Fiduciary fees 
are in many states limited by statute and 
fixed by the courts. These limitations, how- 
ever, generally relate to personal and not to 
corporate trust service. In some states the 
limitations of fees are very broad and cover 
only part of the field and in others they are 
very particular and cover it as a whole. The 
corporate fiduciary’s competition in charges 
with individuals is generally limited to the 
field of personal trusts. Then, of course, 
there is the competition of the corporate fidu- 
ciaries among themselves. 

Generally speaking, trust charges through- 
out the country were in a chaotic condition 
before the mounting business costs caused 
by post-war conditions forced them toward 
the point of correction. The American Bank- 
ers Association made a‘countrywide attempt 
to ascertain the standard charges in force. 
It was found that there was no uniformity 
of charges relating to the same class of serv- 
ice prescribed by state statutes, but there 
was more general uniformity in the absence 
of statutes. It was found that trust condi- 
tions in different parts of the country pre- 
sented so many diverse factors for consider- 
ation that countrywide standardization of 
charges probably could not exist even if 
statutes were to prescribe them. 


Standardization of Charges Founded on 
Experience 

A study of the information collected led 
to the conclusion that charges for fiduciary 
Service to individuals were more nearly de- 
fined by statute and were more nearly sub- 
ject to standards of general application than 
in the case of charges for trust service to 


corporations. It was found that any stand- 
ardization of charges for service to corpora- 
tions must be founded on experience in the 
larger cities. For instance, in the smaller 
city there is practically little corporate trust 
business aside from that of acting as trustee 
under local mortgage issues. The service 
rendered by fiduciaries as trustee and pay- 
ing agent of bond issues and as transfer 
agent and registrar of stocks is almost en- 
tirely confined to the large cities. 

The study had one most desirable effect 
and that was to call attention to the need 
of a more general and scientific study of 
charge standards. This need led to the for- 
mation of the New York, Chicago, and other 
large corporate fiduciary associations and 
from these the association idea has spread 
until most of the cities of size in the country 
have organizations of this character. These 
associations were organized to bring to- 
gether corporate fiduciaries to collect in- 
formation and discuss matters of mutual 
business interest. 

The first studies of these associations were 
conducted along lines of discovery about the 
charge practices of the members. When this 
information had been assembled and com- 
pared there followed some revision of cost 
and charge practices. Information regarding 
charges has been collected very generally by 
these organizations throughout the country 
and its study has caused fees to become more 
nearly standardized by communities. This 
assemblage of information can be compared 
by communities and where possible reduced 
to general principles of application to local 
conditions. 


Studying Relation of Charges to Costs 
Such an exchange of information and opin- 
ions has caused charges to be considered with 
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a more reasonable relation to costs than had 
theretofore existed. The study also promot- 
ed a change in legislative charge limitations 
in a number of states. It will be seen, there- 
fore, that the fiduciary charges viewing the 
country as a whole are based partly upon 
legislative provisions and partly upon com- 
munity standard practice. Where statutes 
have fixed charges to be determined within 
specified limits, the courts having jurisdic- 
tion of trust administration have long fol- 
lowed the practice of determining the reason- 
ableness or adequacy of charges by expert 
testimony. This testimony is little more 
than an expression of opinion by the witness 
as to the customary charge for the service 
in question. Of course, the specification of 
legislative charges is price fixing in a com- 
plete sense and the fiduciaries in communi- 
ties where charges are limited by statute 
find themselves in a position of decreasing 
profits for rendering service as the cost of the 
service increases. 

It is almost axiomatic in the trust busi- 
ness that costs tend to increase and charges 
to remain stationary even in the absence of 
legislative price fixing. It has been a gen- 
eral commentary on all sorts of price fixing 
by legislation that while the legislative body 
has been able to fix the price for service to 
the public on the one side, it has no control 
over labor costs or other principal elements 
entering into the cost to the seller of the serv- 
ice on the other. The cost of labor, which 
forms a great part of the cost to fiduciaries 
of service rendered, depends almost entirely 
upon competition in the clerical labor market. 


Trust Department Cost Accounting 


It has been demonstrated very clearly, 
however, that before the formation of these 
associations the subject of charges was one 
of general collective ignorance, It is now 
rapidly becoming the subject of collective 
knowledge. A number of years ago the 
American Bankers Association appointed a 
committee for the study of trust department 
profits. This study should be carried to 
completion and should be combined with a 
study of cost principles and of the classes 
of service that are found more and less prof- 
itable. Cost and charge standards cannot 
be completely intelligent until such a general 
study has been completed. 


Some of the results of the interesting sur- 
vey made by Professor James G. Smith of 
Princeton, presented at the Eighth Mid-Win- 
ter Trust Conference in 1927, were most il- 
luminating. This survey embraced informa- 
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tion collected from most of the trust com- 
panies of the United States and 350 of the 
national banks then exercising fiduciary pow- 
ers. Questionnaires were returned from 334 
trust companies and fifty-seven national 
banks. It is interesting to observe that out 
of the total number of trust companies reply- 
ing, only twenty-three apparently answered 
in such a manner as to enable the determina 
tion of an intelligent relation between trust 
department profits and the total profits of 
the institution. 

The work of the committee above men- 
tioned seems to me most important. It has 
already developed in the study of trust de- 
partment cost accounting that there are so 
many different methods employed in comput- 
ing costs that comparison is difficult. This 
has been the experience of trade associations 
generally. This study must be advanced to 
a point of standardization of cost units so 
that intelligent comparison can be made of 
costs relative to charges and to service units. 
It requires only a slight knowledge of ex- 
pert testimony given iby witnesses in cases 
involving fiduciary fees to realize there is 
an astounding lack of knowledge of cost, and 
other charge determining factors, among 
those who profess to be experts. The general 
result of the association work, however, has 
been to standardize fee principles on a more 
tangible basis and the dissemination of in- 
formation has been most beneficial. 


Comparing Individual and Corporate Fees 
While I: 


have no more than individual 
cases here and there to judge from, my own 
conclusion is that even the present progress 
made toward standardization has caused fidu- 
ciary service to the public to be rendered at 
a lower average cost. From this same ex- 
perience I feel warranted in making the 
general statement that the fees charged by 
individuals rendering fiduciary service are 
too high and for corporations furnishing fidu- 
ciary service they are too low. Thus, if 
study of the resulting standardization among 
the corporations rendering fiduciary service 
has had an appreciable effect upon charges 
to the public, it has been along the line of 
producing intelligent charges and has bene- 
fited the public by reducing arbitrary and 
unintelligent charges made by individuals at- 
tempting to render such service. Such 
charges of individuals, when made at all, are 
naturally based upon the desire to obtain as 
much as possible for the service rendered and 
upon the further consideration that it is the 
one and only chance of a lifetime to collect a 
like compensation, Of course, I am not con- 
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sidering those cases where relatives 
friends act without any charge at all. 

The corporate fiduciary must consider its 
charges in the light of many cases and of 
continuing in the business. This standardi- 
zation of charges has had the further effect 
of nullifying the wrongful general impres- 
sion too long abroad in the public mind that 
corporate fiduciaries’ charges are too high 
and that the service is too costly. It is my 
own opinion that the result of the exchange 
of information which has more nearly stand- 
ardized prices in communities has been more 
of a pure exchange of information about 
prices than an exchange of knowledge as to 
the reason for the prices. Changes in prices 
have been more of a result of general opinion 
as to such prices than a result of accurate 
knowledge of costs and proper margins of 
profit in relation to price. 

The study of prices of service, however, is 
only one element in the picture. The mere 
standardization of prices without an intelli- 
gent comprehension of the character and 
quantity of the service rendered for them and 
the method of the application of prices is 
only the beginning of the problem. The 
standardization of charges has to a large ex- 
tent rough cleared the ground for a consider- 
ation of standard practices. 


and 

























Custody and Safe Keeping Service 

It seems to me that the study of practices 
is the next most important step toward im- 
provement of trust service and a more in- 
telligent comprehension of costs and charges. 
I shall not attempt to elaborate on this phase 
of the subject because a few illustrations 
will suffice to explain what I have in mind. 

Competition has been strong among the 
trust companies not only in actual prices but 
in the quantity and character of the service 
rendered for the price. Let me use the sery- 
ice of custody or safekeeping as an illustra- 
tion. It was found in our discussion of this 













class of service in Chicago that an exchange 
of information regarding current charges re- 
lated to two classes of service embraced by 
the same name. One was the ordinary serv- 
ice of safekeeping, which included collection 
and remittance of income, rendering of ac- 
counts, and the performance of the usual col- 
lateral duties. The other class covered, in 
addition to this, regular reviews of securities 
and an active agency for the investment of 
funds. In the light of this information two 
classes of agency service were defined with 
different price standards. 

In a discussion of this same class of serv- 
ice it was found that some fiduciaries were 
operating under written agency contracts 
providing for strict limitations of liability 
and in other cases the form of agency con- 
tract employed specifically provided for much 
greater liability in the case of handling of 
collections and in the case of loss of princi- 
pal. The risk under the second set of con- 
tracts should have called for a higher stand- 
ard charge. It was generally conceded that 
these contracts should be standardized along 
the lines of a sound practice but no conclu- 
sion has been formulated at the present time 
as to the form or extent of such standardiza- 
tion. You will readily have in mind other 
cases in point of limited and unlimited re- 
sponsibility under various kinds of agree- 
ments covering fiduciary service. 


Discretion in Wills and Trusts 

Another practice to be studied with a view 
both toward improving service and assuming 
proper and sensible risks is that of exercising 
the various kinds of discretion that may be 
embodied in wills and trust agreements. It 
often happens that an individual desiring a 
fiduciary to act as trustee will discuss the 
matter with more than one fiduciary. Each 
one is willing to apply the current standard 
charge in the community as service compen- 
sation. It happens, however, that one will 
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assume almost unwarranted liability and un- 
limited discretion and the others a more lim- 
ited liability and a more restricted form of 
discretion. If more intelligent standards of 
practice were in vogue in the community 
growing out of an exchange of information 
among the fiduciaries this disparity of prac- 
tice would be reduced to a more intelligent 
competitive basis. 


Lost Bonds, Coupons and Stock Certificates 

One good illustration of what may be ac- 
complished by cooperation relates to prac- 
tice concerning the acceptance of notice of 
lost bonds and coupons and stock certifiates 
and the issuance of duplicates. A number of 
years ago the disparity of practice among the 
trust companies in Chicago caused so much 
confusion and feeling among investment 
bankers and brokerage houses that it became 
necessary to standardize practice in this re- 
spect. Some fiduciaries required a lapse of a 
month’s time, and others six months’ time, 
before the issuance of duplicate securities. 
Some required bonds of surety companies 
and others made a practice of requiring 
bonds bonds of individuals. As a result of 
concerted study Chicago trust companies have 
established a sane and standard practice in 
respect to these matters, not only going to 
the question of notice and requiring a surety 
company bond, but also as to the form of no- 
tice and the form of surety bonds. I do not 
mean by this that a hard and fast rule has 
been recognized that no individual surety 
will be taken in any case, but a general 
standard of practice has been enunciated as 
acceptable and departure from it constitutes 
an exception. 


Variations in Service 
The quantity of service to be rendered for 
the price that is standard in the community 
even though stated in a uniform manner may 
be subject to such variation by changed busi- 
ness conditions as to throw out of line fee 


standards that have been accepted by cur- 
rent custom for a long period of time. All 
fiduciaries have found this to be particularly 
true recently when a preponderance of financ- 
ing has been done by common stocks instead 
of bonds and notes. This has thrown upon 
fiduciaries in agency and custodian accounts 
a volume of added work that has rendered 
former prices for this class of service entire- 
ly inadequate. The practice of making long- 
term contracts for this class of service should 
be particularly limited and the charge basis 
should be one a year to year plan. Some fidu- 
ciaries follow one practice and some another 
in this respect. 

The question of changing business factors 
affecting either the standard of prices, or the 
quantity of service to be rendered for the 
price, enters into many other classes of serv- 
ice. The laws of various states and the 
changing aspects of such laws constitute li- 
ability factors that ought to be taken into 
consideration in establishing standard prac- 
tices. Such laws have an effect upon prac- 
tices aS well as fees and therefore standard 
forms and practices may be made more near- 
ly uniform for communities than for the 
country at large. <A study of practices with 
a view toward greater uniformity can be 
made by the association as a whole with a 
view of enunciating general principles which 
will make for the rendition of better service 
by fiduciaries and for the elimination of un- 
necessary risks and liabilities, so that not 
only will the business of the fiduciary be ren- 
dered more safe and less expensive, but the 
public will be better served. 


Se te 
Ro eo 


A. S. Somers has been elected president of 
the newly organized National Exchange 
Bank & Trust Company of New York. 

The Roosevelt Trust Company is being or- 
ganized with capital of $3,000,000 to locate 
at 36th street and Eighth avenue, New York. 
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changes its size 


The A. B. A. Cheque is to be 
issued in a smaller size—the stand- 
ard size of the new United States 
currency. 

When the change was planned, 
the sponsors of the Cheque de- 
cided to leave nothing undone 
which would add to its safety and 
attractiveness. 

The quality of the A. B. A. 
Cheque has always been reflected 
in its manufacture. But since it 
was first designed 20 years ago, 
many improvements have been 
made in engraving practice. These 
are now being utilized. 

The face of the Cheque is steel- 
engraved, framing an intricate de- 
sign reproduced in four tints by a 
new process. The combination of 
complex engraving and the multi- 
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color tint work never before used 
on a travel cheque reduces the 
possibility of counterfeit to a 
minimum. 

An immediate resemblance to 
the present Cheque is achieved by 
preserving the relative positions 
of the Signature, the Counter- 
signature, the name of the Payee, 
the Certification, and the name 
of the Issuing Bank. 

This last item is an exclusive 
feature of A. B. A. Cheques. 

Plans are now under way to 
establish ready acceptance of the 
new form all over the world. The 
engraving work alone is an under- 
taking of many months—testi- 
mony in itself to its quality. 

It will be possible to begin de- 
livery March 15, 1930. 
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THE OFFICIAL TRAVEL CHEQUES OF THE AMERICAN BANKERS ASSOCIATION 
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What are the Rights 
of Creditors to 


LIFE INSURANCE PROCEEDS 


Au but three states have enacted 
statutes exempting life insurance pro- 
ceeds, in whole or in part, from the 
claims of creditors. 


These statutes were originally enacted 
to protect the wife and children from 
the creditors of the husband. The 
present tendency in the enactment of 
these exemption statutes is to widen 
their scope to include policies payable 
to any beneficiary. 


The protection thus granted to life 
insurance policies renders them par- 
ticularly suitable in the creation of 
revocable trusts. Other property 





placed in trust under a revocable 
trust agreement may become subject 
to the claims of the trustor’s creditors. 


You will find full information on this 
important subject in the Prentice- 
Hall TRUST SERVICE. Here the 
statutes of each state are reprinted for 
quick, easy reference. Decisions of the 
courts are likewise shown so that sub- 
scribers have at all times the latest 
official information on this subject. 


This is but one of the features which 
has won for the TRUST SERVICE 
the approval and commendation of 
leading Trust Officers in all parts of 
the country. It is one of the many 
features which you will find of direct 
value and help in planning estates and 
trusts. We shall be glad to forward 
you full information on request. 


PRENTICE-HALL 
TRUST SERVICE 


Prentice-Hall, Inc., 70 Fifth Avenue, New York 















(Epitor’s NOTE: 
development, from an expert standpoint. 
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PSYCHOLOGY OF SALESMANSHIP AND PERSONAL 
SERVICE IN TRUST DEPARTMENT DEVELOPMENT 


APPROACH TO THE PROSPECT’S OWN PROBLEMS AND THEIR SOLUTION 


H. F. PELHAM 
Vice-president The Citizens and Southern National Bank, Atlanta, Ga. 


Mr. Pelham handles the subject of trust service and its successful 
He maintains that the marketing of trust 
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facilities and salesmanship is to make men discontented with what they have or have 
not done for the protection and advantage of their families and themselves. Against back- 
ground of prospect’s peculiar problems, he projects the establishment of new, safe and 
more complete satisfactions to be obtained by enlisting the corporate trustee or executor. 
Mr. Pelham brings to his discussion a matured and varied experience in trust work.) 


UCCESSFUL marketing of any service 

must be built around the rendering of 

satisfaction, as no such sale can be 
completed until there has been instilled into 
the mind of the prospect the assurance that 
a state of continuing gratification or sense 
of completeness will result. No matter what 
the nature of that service may be, the fixa- 
tion of confidence in the mind of the buyer 
must be complete. 

To satisfy presupposes the existence of a 
dissatisfied condition calling for correction. 
Where that ungratified situation is recognized 
by the prospect we have a buyer; where it 
is not realized by the individual, we have a 
sales problem. In the first class the prospect 
will buy if he possibly can, needing only to 
be assisted in making the selection or in ar- 
ranging the financial details. Consequently, 
we may eliminate this type from our present 
discussion, In the remaining instance, how- 
ever, the individual must be aroused to the 
recognition of the existing error and so a 
selling problem is presented which may in- 
volve the creation of absolute dissatisfaction 
as a want-producing process before the in- 
dividual is placed in the position where he 
will “need” the service. 


Research Leads to Dissatisfaction 


That outstanding engineer in _ scientific 
and sales research fields, C. F. Kettering, 


vice-president of General Motors Corporation, 
speaking before a recent meeting of automo- 
tive engineers, advanced the idea that the 
basic object of research is to cause men to 
become reasonably dissatisfied with what 
they have in order to keep the factories busy 
making new things. Applying that thought 
to the marketing of the trust facilities of a 


modern bank or trust company, the objective 
of trust salesmanship is to make men dis- 
contented with what they have (or have not). 
done for the protection and advantage of 
their families and themselves, so that the 
corporate trustee may make use of its serv- 
ices aS a means of establishing a new, much 
safer and more complete sense of satisfaction 
and genuine well-being. 

The sales problem divides into two queries: 
(a) How to awaken within the mind of the 
prospect the proper degree of dissatisfaction 
with his own case “as is,” or in some cases 
to cause him concern regarding his family 
proclivities; and (b) How to establish genu- 
ine satisfaction and peace in his mind 
through what trust facilities can be made to 
do for him and the assurances experience 
proves that they give. 


The Two Obligations 

Getting down to fundamentals, just what 
of a material nature does a man owe his 
family? As I view it, a man’s obligation to 
his family is two-fold: to his wife he owes 
protection, care, maintenance; to his children 
he owes ultimately the distribution of his 
property. 

The first of these basic duties grows out 
of the marriage contract, is a continuing en- 
gagement and extends to the end of his wife’s 
life. It is an obligation which may outlive 
him. When the marriage contract is entered 
into the law settles upon the wife certain 
protective rights to assure her of being cared 
for as long as she lives, so that in the event 
of his decease, she will have the guarantee 
of a just portion of the earnings from his 
property and he may not dispose of certain 
of his property without her written consent. 
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Should they separate, the law likewise gives 
her as alimony continuing compensation out 
of his earnings. This obligation is not one 
as to principal, but is as to income. 

The family life continually frames money 
for the use of its members (other than the 
head of the house) in terms of income—ex- 
pendible, flexible, renewable, continuing, as- 
sured. A wife is entitled to her care and 
maintenance “in sickness and in health” for 
the extent of her lifetime—on such an income 
basis as has been the gauge of that particu- 
lar family’s life. The husband incurs the 
obligation and usually sets the measure of 
the expenditures—consequently he should 
fund his liability for the full period of the 
engagement, which is the span of his wife’s 
life, irrespective of the length of his. That 
is a married man’s primary financial duty. 

The second of these obligations is quite 
naturally to his children and is that he 
should eventually share between them the 
principal of his property. The principle of 
our American jurisprudence is that title to 
property must vest and must not be entailed 
beyond certain reasonable limits. Evidence 
of this are the statutory rules against per- 
petuities and against the restraints on alien- 
ation to be found in all our states. The old 
English practice is frowned upon as being 
un-American, Consonant with that thought 
if property must vest, the natural recipients 
of it are the children and descendants of the 
prospect, but only when: ist, the income 
charges on the property in favor of the wife 
have been satisfied, and 2d, the recipients of 
the principal are capable of careful handling 
of it. This obligation is not as to income, 
but is as to principle. 


The Normal Case 

As a starting point, may we consider the 
case of the normal prospect (any one of 80 
per cent of us), who provides his wife with 
an income for life (modified sometimes in 
the event of her remarriage or of the death 
of the children), leaving to her judgment and 
discretion the care and education of the chil- 
dren while she lives. Upon her decease the 
principal is generally divided into shares 
equal in number to the children then living 
with a share for the issue of any deceased 
child, which shares are held in trust for the 
beneficiaries. The standard arrangement 
calls for the sons’ share to be paid to them 
after the mother’s decease or possibly re- 
marriage in fractional amounts at designated 
ages, usually twenty-five, thirty and thirty- 
five, and for the daughters’ share to go to 
them, a portion (probably one-third or one- 
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half) at age thirty, the balance to remain in 
trust for their lives. The use of principal 
in emergencies is practically always contem- 
plated. 


Management—The Indispensable Element 

A man’s property, being tangible or the 
right to tangibles, may be expected to survive 
him in one form or another. Although real 
estate, stocks and bonds, and cash do not 
float away with a man’s soul, still being un- 
intelligent they can of themselves do nothing. 
A farm will not work itself. A share of stock 
will not build motors. Mind power, using 
tangibles or employing the cash provided by 
stock sales, does accomplish these results. A 
man’s estate in his own hands has made and 
does make gainful progress—stopping when 
he stops, however, unless the management 
element is provided for in addition to the 
property and his plan for it. 

Without a plan, success cannot be realized, 

With a poor plan, success cannot be realized, 

With a good plan, success may be looked for, 

With a good plan, plus management, suc- 

cess is assured. 

It is axiomatic that no plan is better than 

the management given to it. 


The Application 

Applying the previously discussed obliga- 
tions as to income and principal and the nec- 
essary element of management to the case 
of an individual prospect, we find ourselves 
discussing the influencing of the reactions 
and behavior of our individual prospects. We 
must call into action the research principles 
suggested by Mr. Kettering before we can de- 
termine wherein a man should become dis- 
satisfied or realize the unsatisfactory status 
of his plan. We must find wherein theoreti- 
cally he should be dissatisfied, consequently 
our first step as trust officials in discussion 
with the prospect is to apply to his facts the 
underlying principles of research. 

We must know first, what the man has, 
second, what he wishes to accomplish, and 
third, whether or not he can accomplish 
what he wishes with what he has or whether 
he should attempt some other solution of his 
estate problem. Men yield to sales sugges- 
tions because they grasp the ideal presented. 
Why do they buy automobiles—one, because 
it enables him to express power—a second, 
because he can cover his territory faster and 
thus make more money for himself—a third, 
because it gives his family pleasure and op- 
portunity—a fourth, because it looks well 
and contributes to his vanity. So, with the 
sale of a service—commodity. A pet desire 
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must be uncovered or created, then while 
unsatisfied, the prospect will give up the 
facts which are essential to the working out 
of the plan by which he hopes that his yearn- 
ing will be gratified. 

With the prospect in the right frame of 
mind, he will furnish the information as to 
his personal holdings and his personal desires 
and thus place us in position to apply the 
standard case in so far as it will go. No one 
who has been in trust work for any reason- 
able length of time will say that any given 
set of circumstances will call for the same 
answer in the lives of different individuals. 
Our problem as trust officers then is one of 
analysis and prescription. After what may 
have been determined theoretically to be a 
proper solution of a man’s estate and family 
enigma comes the selling process to induce 
him to see wherein satisfaction lies in the 
acceptance of the proffered solution of his 
personal question. We find ourselves then 
endeavoring to influence human behavior. 


Influencing Behavior 

This may be done possibly in three ways. 
First, we may influence desired reaction on 
the part of the prospect through the cap- 
turing of his attention by arousing his in- 
terest and the driving home to him of certain 
definite ideas—the resulting reaction being 
the desired course of conduct. Knowledg2 
of his case carefully worked out and adroitly 
disclosed to him followed by simple, positive 
statements of what can be done for him and 
how—is the greatest interest getter known. 
To be able to do these things, the first, pre- 
requisite in the possession of real power of 
leadership among people, is the measure of 
any salesman. It implies preparedness, 
forecefulness—possibly pressure. 

In the second place, we may bring about 
the desired change in the behavior of the in- 
dividual through an understanding of the 
general run of individuals—a_ cataloging 


process. We are inclined to regard peop'e 
as particular and somewhat mysterious in- 
dividualities. That thought should be cor- 
rected, as 80 per cent of us are so-called “nor- 
mals.” People should be regarded somewhat 
as members of more or less well defined 
groups of habit systems, varying according 
to their environment, past attainments and 
their educational backgrounds. 


A deeper understanding of basic human 
nature resulting from a close study of the 
principles and theory of salesmanship will 
enable the trust analyst to see in certain 
groups or types of people determining habit 
systems and to set about by the proper meth- 
ods to lead the individual from his class and 
to play upon the controlling thought in his 
mind. Thus a power over human situations 
which may seem at times profound, can 
rather simply be accomplished. An instance 
of this may be found in dealing with the pro- 
fessional man, particularly the doctor. As a 
rule, doctors are notoriously careless about 
their personal finances. Anything resem- 
bling a facility for the orderliness of finan- 
cial affairs for the family of the doctor al- 
most instantly appeals to him. In my dis- 
cussions with doctors, I have endeavored to 
lead them out along this theory and have 
found with but rare exceptions that that has 
been the starting point of productive effort. 

In the third place, we can influence human 
behavior by developing a constructive or cre- 
ative thought in the prospect’s mind, a type 
of inventiveness. The use of the hypotheti- 
cal case wherein the facts of the particular 
prospect are worked into the hypothesis cre- 
ates in his mind a picture in which he— 
cleverly, he thinks—sees his own solution. It 
builds up a train of thought in his mind 
which travels easily along familiar channels 
and includes familiar faces and objects. It is 
easy for him to think in terms of his family 
without a familiar name having been men- 
tioned, for he sees his case as apparently 
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normal and therefore not such a hard one. 
It is a mechanical process in which he thinks 
he is the shaper and not merely an onlooker. 
He participates then in the creative condi- 
tion— he thinks that he has discovered some- 
thing. 

In handling the case of a person inclined 
to be idealistic and imaginative, this type of 
treatment should lend itself particularly to 
successful application. It may be used and 
by intelligent understanding and direction 
can actually be stimulated into growth. The 
salesman as he pictures his case builds the 
prospect’s self into it and with something 
akin to contagion, the latter follows with a 
“Yes, yes, go on!’ attitude, until seeing his 
case mirrored in the example, he works out 
his own conclusions. Having sold himself, 
as he thinks, he is convinced that his prcb- 
lem is at last solved. The trust official who 
ean develop in his own mind this type of cre- 
ative thought or suggested course of action 
produces for himself or others a facility of 
effect upon the situation with which he is 
treating that may soon appear to envelop 
all phases of the desired action. 


Meeting Objections 

There will in all cases be certain objec- 
tions which analysis or discussion will bring 
to the surface. Some salesmen have said to 
avoid all objections which can possibly be 
avoided. I am not in agreement with that 
thought. In the sale of a service, definite 
assurance of complete satisfaction must be 


existent before a sale can be thoroughly 
mide. While I do not believe in hunting 


trouble, I maintain that all such errors must 
be brought to the surface and their errone- 
ousness exposed, A lie is vital only so long 
as it is believed, consequently such objection- 
able points must be shown up in their un- 
real light or they will always act as effective 
bars to the complete formation of that essen- 
tial sense of satisfaction. What the objec- 
tions are the experienced trust man knows 
and recognizes and he should meet them in 
the light of his own experience. He must 
bear in mind, however, that he may have to 
probe for them. 

Possibly the retelling of this person:1 ex- 
perience under these circumstances may be 
pardoned: It deals with a prominent manu- 
facturer in one of the several cities in Geor- 
gia in which the Citizens & Southern Nation- 
al Bank has an office. His attorney, as well 
as others, had drafted several testamentary 
instruments for him, none of which he could 
bring himself to execute. Just about a year 
ago now, it was my experience to talk with 
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him. The manager of our local bond depart- 
ment introduced us. After probing his mind 
a few minutes, along the lines of his family 
facts, we sensed a feeling of delicacy on his 
part in regard to his wife who, prior to their 
marriage had for a number of years been 
his secretary. He appreciated that she knew 
his affairs fully as well as he and it became 
apparent in the first discussion that he would 
do nothing which would in any way reflect 
upon his regard for her business ability. 
After a somewhat sparring discussion a 
hypothetical case bearing on that point was 
advanced. Instantly his face lighted when 
the statement was made that in a certain will 
in our experience, the testator had used this 
expression: “It being my desire to prevent 
the return of my wife to the business world 
following my decease, and it being my desire 
to continue for her the benefits of my estate 
without its burdens, the same as she has en- 
joyed them during my lifetime, I make the 
following disposal of my estate.” He asked 
that that statement be repeated again and 
that it be written down, which was done. 
He turned to his safe, brought out the ac- 
cumulation of will notes running back to 
October, 1923, and turned them over to us. 
A rough draft of the will was prepared and 
submitted to his counsel, who completed and 
approved it. It was then delivered to the 
testator. He asked that it be taken to his 
home and read to his wife. The introductory 
paragraph brought tears of happiness to her 
eyes and her remark was: “You have 
thought of me all these years and your 
thought will be with me and for me always.” 
With minor adjustments the instrument 
was signed and the estate came into being 
last February, bringing with it assets ex- 
ceeding a million dollars. Had not the ob- 
jection Been brought to light, denied and 
proved worthless, the man would have died 
intestate, leaving heavy business interests 
and a somewhat complicated family situation. 


Service Must be Made Personal 

Trust service must be made personal to 
the individual. Underlying obligations as to 
income and principal must be understood by 
the prospect as well so as to place the 
management of the estate by the corporate 
trustee, in its true light. Management, as 
Mr. Stonier said, is after all the most 
real thing the trust department has to offer 
and must be realized and appreciated by the 
prospect. That these things can be under- 
stood by him will result only from careful, 
painstaking preparation by the trust officer 
of each individual case; in other words, trust 
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service must be personal to each prospect. 

So it simmers down to ferreting out the 
problems of the man being interviewed and 
to using trained trust experience based on 
common sense in presenting the solution. 
The trust man will successfully dominate the 
interview if he knows wherein his facilities 
can apply to the research-produced facts in 
that particular prospect’s case, otherwise the 
prospect will not be convinced. Success- 
ful accomplishment of desires flow to the 
one who concretely applies what he properly 
knows and proper knowledge is nothing but 
general knowledge definitely applied to spe- 


cific known situations, all the time keep 
the prospect in the foreground. It is his 


problem—you are giving him his solution. 
Do not try to sell him marble pillars, elabo- 
rate bookkeeping systems, annual accounts, 
national bank examinations. Sell him an 
abiding sense of the security of his home, the 
assurance that his wife will be cared for un- 
til her need is no more, the appreciation that 
his children will be educated, that what he 
has accomplished by daily effort will pass to 
the positive benefit of the objects for which 
he has been working, the realization that you 
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understand his problems and are able to 
work them out for him. 

The prospect wants to know what the trust 
institution can do for him that he will not 
take the time to, or cannot do, for himself. 


Do not generalize. Suggest to him simply 

and definitely how these things will come 

about. And do it briefly. Get the prospect 

out of his general class quickly—apply to his 

facts your studied idea of “his plan”’—make 

him realize it as his plan—make him want it. 
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ORGANIZATION OF WESTERN NEW YORK 
FIDUCIARIES ASSOCIATION 

Trust companies and banks with trust de- 
partments in western New York and includ- 
ing Buffalo are represented in the recent or- 
ganization of the Western New York Fidu- 
ciaries Association. Harley F. Drollinger, 
vice-president of the M. & T. Bank of Buffalo, 
is president of the new association; A. Clin- 
ton Livingston, vice-president of the Marine 
Trust Company of Buffalo, is vice-president, 
and S. Grove McClellan is secretary and 
treasurer. The directors include the officers, 
also Everett Tomlinson of Batavia and Hugh 
Bodine of Jamestown. 
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N October 14, 1929 Interstate 

Trust Company completed its 
third year in business. Its record 
proves it to be one of the fastest 
growing institutions in the history 


of banking. The actual figures are extremely interesting: 


October 14, 1926 September 27, 1929 
~~ Bank Call figures 


Resources $3,900,000 $86,652,597.30 
Although far larger and stronger today with twelve conveniently 
located offices, the Interstate is still a bank of personal contac! 
where the highest traditions of service are strictly maintained. We 
wish to take this opportunity to thank our customers, whose 


confidence and cooperation have made our growth possible. 


We will be p eased to send our lailest sfalement upon request 


INTERSTATE 


TRUST COMPANY 


George S. Silzer, Chairman George L. LeBlanc, President 
37 WALL STREET, NEW YORK 
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FOURTEENTH ANNUAL CONVENTION 
OF THE 


Hinancial Advertisers’ Assoriation 


HELD AT ATLANTA, GA. OCT. 30 TO NOV. 2, 1929. 





HE enthusiasm, the intensive quest for 

the most effective methods and chan- 

nels in developing new business for 
banks and trust companies, which has char- 
acterized the membership of the Financial 
Advertisers Association was emphatically in 
evidence at the recent fourteenth annual con- 
vention of that organization, held in Atlanta, 
Ga., October 30th to November 2d. That 
bank and trust managements are apprecia- 
tive of the splendid work accomplished 
through this association is shown both by 
increase in membership and the fact that 
progressive institutions no longer quibble 
about sending their advertising and pub- 
licity managers to the annual conclaves. It 
is also of interest to note the large number of 
publicity men who have in recent years ob- 
tained official designations from their re- 
spective institutions. 

While the general sessions of the conven- 
tion at Atlanta and the various departmen- 
tals yielded fine addresses and discussions, 
it is significant that perhaps most of the 
time was devoted to development of trust 
business. At the trust advertising depart- 
mental session, presided over by Leopold A. 
Chambliss, assistant vice-president of the 
Fidelity Union Trust Company of Newark, 
N. J., there were a number of splendid ad- 
dresses. Ernest L. Colegrove, second — vice- 
president of the Guaranty Trust Company of 
New York submitted most worth while ideas 
as to copy appeals in trust advertising. 
Theodore Weldon, formerly with the North- 
ern Trust Company of Chicago, told his hear- 
ers how to overcome some of the persistent 
problems of trust sales resistance. ‘H. 
Brooks Hering of the Baltimore Trust Com- 
pany, proffered his views on effective media 
of trust advertising. W. Tresckow, assistant 
vice-president of the Central Hanover Bank 
& Trust Company of New York, presented 
an analytical survey of trust department 
business. 





Trust Development Session 

The trust development departmental of the 
F. A. A., held two sessions which were pre- 
sided over by H. F. Pelham, vice-president 
of the Citizens and Southern National Bank 
of Atlanta. The first paper was by Tracy 
E. Herrick, assistant vice-president of the 
Cleveland Trust Company, whose topic was. 
“Those Active in Business Life in the Serv- 
ices of the Personal Trust Department.” 


Corporate Trusts From a New Business 
Standpoint 


In discussing the development of various 
phases of trust business the desirability as 
well as the methods of approach in cultivat- 
ing corporate trust business was a subject 
which received attention at the trust de- 
velopment session. An interesting discus- 
sion on this phase was led by Harold R. 
Crusoe, vice-president and treasurer of the 
Central Trust Company of Detroit, who said 
in part: 

“If your corporate trust department wins 
the respect of your community as an efii- 
cient and representative organization, you 
will find it a prolific feeder of prospects for 
the larger personal trusts, in which profit 
abounds. A reputation for able management 
of corporate trust business, by reason of the 
very nature of the business, is associated in 
the mind of the man of affairs with respon- 
sibility and efficiency. His own estate, he 
realizes, embraces business interests that 
call for the breadth of experience and high 
order of organization that is to be found 
in a company known for the strength of its 
corporate trust department, and it is in 
such a company that he feels his personal 
trust business belongs.” 


Developing Trust Business on a Statewide 
Scale 

Extension of trust service on a statewide 

seale has become a subject of live interest 

to trust people. In California the big Bank 
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of Italy has experienced remarkable suc- 
eess in providing trust service through its 
numerous branches. The subject received at- 
tention at the trust development session of 
the convention as relating particularly to 
the statewide system developed by the Wa- 
chovia Bank & Trust Company which has 
its head office at Winston-Salem, N. C. The 
speaker was W. H. Neal, manager of pub- 
lic relations department of that company. 
Describing the Wachovia System, he said in 
part: 

“Our institution, in offering to the entire 
state of North Carolina complete banking 
and trust facilities, has endeavored to back 
up this offer by establishing offices in each 
section of the state and providing adequate 
facilities in each office to meet the banking 
requirements of customers, both present and 
prospective, in each particular district. It 
maintains three complete trust departments 
in addition to the one at the head office. One 
of these is located in the western part of 
the state; another is located so as to serve 
conveniently the southern part of the state; 
the third supplies trust facilities for the 
east, while the head office serves the cen- 
tral and northern part of the state. Thus our 
company has a trust department within at 
least seventy-five miles of about 75 per cent 
of the wealth and population of a state which 
is over five hundred miles long and more 
than one hundred and fifty miles wide. 


At present, we are actually doing business 
in ninety-four of the one hundred counties 
in North Carolina. The state is divided into 
four districts, varying in population and 
wealth, and a district is assigned to each 
of the four trust departments. All trust 
business originating in any particular dis- 
trict is assigned to the office in that district 
unless the customer has a preference for 
some other trust department. Thus it will 
be seen that our field is the entire state, and 
in planning any trust development work, we 
seek to cover the whole field. It is, of course, 
admitted that some parts of the state offer 
greater possibilities than others and receive 
more attention in our business expansion 
program, but we constantly keep in mind the 
fact that our institution is organized to serve 
North Carolina, and that our services are 
available at all times to every section of the 
state.” 

The papers and discussion at the second 
session of the trust development departmen- 
tal were directed toward the mechanics of 
trust department. R.S. Racey, general man- 
ager of the new business department of the 
Equitable Trust Company of New York, de- 
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veloped the subject of making use of the 
trust salesmen. Bernard W. Butler of De- 
troit, presented a paper on “Developing Trust 
and Insurance Business by Estate Analysis.” 
The discussion which followed was led by 
A. Key Foster, assistant trust officer of the 
Birmingham Trust & Savings Bank of Bir- 
mingham, Ala. Samuel Witting, second vice- 
president of the Continental Illinois Bank 
& Trust Company of Chicago, next gave an 
address on “Making Use of Trust Develop- 
ment Records.” A. Douglas Oliver of the 
Provident Trust Company of Philadelphia, 
told the delegates how to work out a trust 
development budget and W. H. Brown, as- 
sistant vice-president of the Old Colony 
Trust Company of Boston, gave an instruc- 
tive talk on “Gauging the Value of the Vari- 
ous Types of Trust Development Effort.” 


General Sessions of the Convention 

The features at the opening general ses- 
sion of the F. A. A., were addresses by Fred 
Ellsworth, vice-president of the Hibernia 
Bank & Trust Company of New Orleans and 
by Daniel Lipsky, vice-president of the 
Manufacturers Trust Company of New York. 
Mr. Ellsworth gave some choice gems in tell- 
ing how to sell the financial institution to 
the inside organization; stockholders, direc- 
tors, officers and employees. His paper was 
preceded by a keynote address by Gaylord 
S. Morse, vice-president of the State Bank 
of Chicago. 

One of the “real hits” of the convention 
was the address delivered by Daniel Lipsky, 
vice-president of the Manufacturers trust 
Company of New York. It was a graphic 
presentation of personal experience with the 
experience and publicity methods so success- 
fully developed by the Manufacturers Trust 
Company as the background. Mr. Lipsky 
told his hearers how he began his career 
with the Manufacturers ten years ago as 
stenographer in the office of President 
Nathan S. Jonas. At that time the company 
had three offices and about $20,000,000 de- 
posits. Today there are forty-six “unit of- 
fices”’ in greater New York, serving close 
to 500,000 customers and with resources of 
approximately half a billion of dollars. 


Prize Winning New Business Campaign 

Mr. Lipsky told of the development of 
“unit office’ banking which has been a dom- 
inant factor in the remarkable growth of 
the Manufacturers Trust Company; how the 
elements of salesmanship, loyalty and en- 
thusiasm were instilled among officers and 
employees, reaching their high points in suc- 
cessive business-getting campaigns, includ- 
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ing the latest campaign with a goal of $17,- 


group of individuals known as the great 
500,000 new business, and which during the American public. Back in Chicago today 
first four weeks has already brought in over we are advertising, steady in purpose, reso- 
$10,000,000. lute, and long continuing in the certainty 


Mr. Lipsky also had a good word in be- 
half of giving the man in charge of adver- 
tising and publicity, an official designation, 
enabling him to sit in at all conferences 
where policies are discussed and getting 
close to the inside atmosphere. He related 
the experience of the value of having satis- 
fied customers as illustrated by the invalu- 
able cooperation obtained from Eddie Cantor, 
the far-famed comedian, who attributes his 
financial success to the manner in which the 
Manufacturers Trust Company took care of 
his savings and built up his personal estate. 


*‘My Best Bet’’ 

H. Ennis Jones, vice-president of the 
Franklin Trust Company of Philadelphia, 
presided at the noon luncheon session which 
resolved itself into an experience meeting 
directed to the general topic ‘““My Best Bet.” 
Guy W. Cooke, of the First National Bank 
and First Union Trust & Savings Bank of 
Chicago, submitted as his “best bet,” the 
habit of constancy in advertising. “For 
eighteen years I have been trying to make 
copy, art and media tell a story,” said Mr. 
Cooke. “Much of all three has been medi- 
ocre or worse. Without throwing a laurel 
wreath in the air to jump under, some has 
been good. But I have held to the faith; 
high money, low money; through prosperity 
and in depression the message has been go- 
ing out that at Dearborn and Monroe streets 
(‘Clark street, too, in recent years) good 
banking facilities are available. 


“The message has been clothed as well as 
I could dress it. Appeal has been made to 
all of the impelling motives: Self-preserva- 
tion, property, power, reputation, affection, 
sentiment, tastes; to the man on the street, 
to the woman in the home, to all that varied 





that constancy is our one best bet.” 


Soliciting Correspondent Bank Accounts 

Among the numerous avenues of solicita- 
tion for bank business perhaps the most 
intensive in matter of competition and at 
the same time calling for a rare degree of 
diplomacy is that of soliciting correspon- 
dent bank accounts. The picture has some- 
what changed since the Federal Reserve 
came into the field, but if there is any be- 
lief that the Reserve System has discounted 
the value of correspondent bank relation: 
ships, the scholarly message brought to the 
advertisers’ convention by Monte J. Goble, 
vice-president of the Fifth Third Union Trust 
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Company of Cincinnati, should go far toward 
removing such impression. Besides the 
charm of diction and language with which 
Mr. Goble clothed his address, it offered a 
manual for the guidance of those seeking 
correspondent bank accounts which cannot 
be too strongly recommended. 

Mr. Goble divided his discussion into vari- 
ous phases, namely as to the type of banks 
which should solicit out-of-town bank ac- 
counts; the questions which enter into the 
profitableness of such accounts; effect of the 
Federal Reserve System on this type of ac- 
count; the personal element which enters 
into successful solicitation; training of the 
solicitor and what part correspondence and 
direct mail should bear in this solicitation. 

Mr. Goble said in part: “Speaking for our 
own institution, the Fifth Third Union Trust 
Company of Cincinnati, I will say that we 
never solicit an inactive account or the de- 
posit of funds on interest certificates from 
another bank—not that such deposits could 
not be handled on a profitable basis, but 
such practice seems illogical, and carries al- 
ways the feeling, aye, the certain knowledge, 
that deposits of that character are deposits 
that, however useful for a time, would be 
certain to run off at close periods when bal- 
ances are of most value. The one account, 
therefore, that I would consider proper for 
the central correspondent to be interested in, 
is an active, reciprocal account, that finds 
its volume only from the natural and every 
day trend of business.” 

Some very good suggestions as to “How 
to Make Effective Layouts” were submitted 
in an address by Don Knowlton, publicity 
manager of the Union Trust Company of 
Cleveland, who warned against layouts 
which sell the artist but do not sell the 
bank. In reviewing his subiect Mr. Knowl- 
ton said: 

“So, to summarize—don’t try to do your 
own layouts. Hire a layout man who is a 
specialist. 

“Don’t let your layout man try to do your 
advertising. That is your business. 

“Eventually you and your layout man will 
come to a compromise which will suit you 
from the standpoint of advertising, and suit 
him from the standpoint of layout. 

“Then put this layout to test by asking 
two questions— 

“1. Does it dominate? 

“2. Does it sell?” 

One of the most interesting discussions at 
the convention was that conducted by Fred 
M. Staker, advertising manager of the Com- 
merce Trust Company of Kansas City, Mo., 
on “How to Sell Commercial Banking to 


TRUST COMPANIES 


Business Men by Institutional Advertising.” 
It was a “brass tacks” talk with interpola- 
tion of numerous examples of good and “not 
so good” advertising taken from various 
banks throughout the country. Fred Staker 
brought his well trained guns and cryptic 
comment to bear upon the samples which he 
displayed. 


“The Talkies” for Bank Advertising 

An unusual thrill was occasioned at the 
evening session of the general convention 
when addresses were broadcast on a “hook- 
up” of thirty-eight stations throughout the 
land. Robert J. Izant, vice-president of the 
Central National Bank of Cleveland, pre- 
sided and the addresses were all keyed on 
the subject of the motion pictures as a new 
handmaiden in bank and trust advertising. 
Jason Westerfield, publicity director of the 
New York Stock Exchange, told how that 
organization makes use of the movies and 
that millions of auditors have witnessed 
films showing the real functions of the ex- 


change. A. E. Bryson of Halsey, Stuart & 
Company, which regularly makes use of 


radio programs, related experiences of his 
firm in broadcasting sound investment in- 
formation. 

Foremost authorities addressed the vari- 
ous other departmentals of the association, 
including the savings, commercial, business 
development, advertising fundamentals and 
investment advertising divisions. The final 
session of the general convention was de- 
voted to reports of various committees and 
the award of prizes as well as election and 
installation of new officers. 

ae ae 
A WELL TIMED ADVERTISEMENT 

The Commercial National Bank & Trust 
Company of New York rendered a timely and 
judicial service in publishing a large display 
advertisement in New York dailies at the 
height of the Stock Market debacle. The 
advertisement was signed by the president, 
Herbert P. Howell, and captioned “Business 
Is Sound.” The message was phrased: 

“It is our belief and conviction that the 
general industrial and business condition of 
the country is fundamentally sound and is 
essentially unimpaired. We see nothing in 
the present situation that should stop the 
steady, forward, deliberate progress of 
America. American business and industry 
will go forward with assurance of full bank- 
ing cooperation. This is the considered judg- 
ment of our directors, representing many 
phases of American commerce, manufactur- 


ing, transportation, merchandising and fi- 
nance.” 
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HOW DIRECT MAIL MAY BE MADE RESULTFUL TO 
THE TRUST DEPARTMENT 


J. MILLS EASTON 
Advertising Manager, The Northern Trust Company of Chicago 





NE criticism aimed against direct 

mail in cultivating trust business is 

to the effect that it brings in so many 
worthless inquiries. Another is that it is 
too expensive. Still another claims its re- 
sults are not tangible. And there are others 
who would rather sell trust prospects through 
personal solicitation and who decline any use 
of the mail medium. 

Direct mail, like personal solicitation, is 
susceptible to control. A selling piece of mail 
no more has to be addressed to an unlikely 
prospect than a solicitor has deliberately to 
spend his time upon a man or woman who 
obviously is without means. We should know 
who the persons of wealth are in our com- 
munities. And if we do not know who they 
are we have means of discovering them. Our 
mailing lists are hand picked. The names on 
our lists are those of persons of known 
means. Our business is to conserve property. 
We want no one on our lists without prop- 
erty. Thus the inquiries we get from any 
mailings are quality inquiries. Anyone who 
receives “worthless” inquiries from trust di- 
rect mail should not direct his criticism 
against the medium, for a direct mail piece 
can only follow the course upon which it 
has been set. 

It is true that after you have compiled 
your list and made your mailings and re- 
ceived your 20 per cent, 25 per cent or 30 per 
cent returns you discover surprising facts 
about the returns. Traceable results as far 
as this discussion is concerned do not refer 
to inquiries. They refer to business which 
mail has initiated directly or indirectly ; busi- 
ness that is put upon the books. 

As you analyze the inquiries just referred 
to, however, your follow-up by mail or 
through personal solicitation develops a .cer- 
tain percentage of men and women of prop- 
erty who are so aligned with other banks and 
trust companies that you cannot hope to sell 
them. Other men and women may have sons 
upon whom the duties of an executor-trustee 
should logically fall—sons who have the 
training and the necessary facilities for suc- 
cessfully handling the property. Sometimes 


names of men of small means do inadvertent- 
ly creep into a list, but often then can be fer- 
reted out and eliminated before much money 
is spent upon them. 


Direct Mail Which Yields Results 

Direct mail may be made resultful by: 

1. Using only the right kind of lists. 

2. Keeping the lists up-to-date. One per 
cent ‘“nixies” should be high on a 
trust list. 

8. Segregating the lists in order that 
the right appeal may be made to the 
various groups. 

4. Watching the costs of your efforts so 
that they are in line with the poten- 
tial fees which the list might repre- 
sent. 

5. Controlling the mailings that they 
not exceed your capacity for thor- 
ough, effective follow-up. 

6. Developing unique, effective methods 

for bringing the inquiry more rapidly 

to a sale. 

Developing an intelligent, impressive 

follow-up. 

8. Establishing a sales contact through 
personal follow-up. 


Remember the exsiest job in our business 
is to obtain trust inquiries. Our difficulty is 
in turning those inquiries into actual, profit- 
able business. Let us use direct mail, but 
may we always use it to a purpose. Let us 
not use it just because our competitors em- 
ploy it. Trust departments generally can use 
direct mail to good advantage. The medium 
has developed traceable results for many, In- 
telligently planned, well-executed direct mail 
that is energetically followed up can sell 
your trust services surely and profitably. 


(* Excerpts from address before Direct 
Mail Convention held recently in Cleveland.) 


The Aldine Trust Company and the Lan- 
easter Avenue Title & Trust Company of 
Philadelphia have been consolidated with 
combined resources of $9,300,000. Allen M. 
Mathews, president. 
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PRETENCE OR PERFORMANCE? 
A Voluntary from “‘An Old Trust Officer” 


I want to put a few serious thoughts into 
official ears, thoughts about a noble vocation 
—the trust business. What exalted possibili- 
ties for human service it offers! What tre- 
mendously grave responsibilties it has placed 
into the hands of trust men as they stand 
at the beginning of this new epoch, an epoch 
in which they shall have the sacred task of 
guiding and protecting untold thousands of 
people through the control and expenditure of 
millions of dollars of trust money. It is a 
task which will do much to shape the char- 
acter and career of the next generation. It 
may profoundly affect the destiny of the 
nation. 

Are we prepared, or are we conscientiously 
preparing to meet this Herculean task and 
perform it nobly? Are American trust in- 
stitutions and their various departments 
manned by big, clean, far-sighted, conscien- 
tious men, thoroughly qualified to assume 
the solemn duties which are settling down 
upon them? Are they? 

Once upon a time at a bankers’ convention 
I listened to a fine talk about the influence 
of trust departments on modern banking. 
The speaker very properly stressed the im- 
portance and growing magnitude of the trust 
ealling. He said that trust officers shall he 
men of intellect, experience, vision and 
above all things they should have a “soul.” 
He was eminently right. We hear that re- 
iterated in every bankers’ convention and in 
frequent trust writings. Sut does it go any 
farther than that, or does it stop with fine 


words and papers? Are the directors of 
banks and trust institutions putting these 
words into deeds by building up personnels 


truly worthy of the immense task impending? 
Are they? Do they select men primarily for 
their character, training, experience, ability 
and “soul,” or because they have “backing’’? 
Or because a man can be employed at a 
“moderate” salary, thereby keeping down the 
“overhead”? Ah, there’s the rub! If we are 
governed first by considerations of “over- 
head,”’ then let us stop ranting about wanting 
trust men with “souls.” One often doubts 
the sincerity of this craving for “soul” in 
trust men when one looks about and observes 
—some times and some places. 

Really, shouldn’t directors and head trust 
officials be honest with themselves and with 
the public in this matter? Shouldn’t they 


show that they, also, have a “soul’? The 
affirmation of lofty facts and aims, and then 
the denial of them in actual practice is drivel- 
ling insincerity. It is perpetrating a fraud 
on hopeful, faithful, confiding parents—“trus- 
tors.” It is spinning webs of deception around 
helpless widows and orphans and children 
yet to be. 

Let’s be honest with ourselves. Let’s start 
putting fine preachments into practice, Let’s 
build trust staffs truly capable and worthy 
of the great, grand task ahead. Let’s pro- 
ceed to act on the oft-admitted fact that to 
accomplish this we must pay adequate, re- 
spectable, living salaries to men with “souls” 
who comprise the great advance battalion of 
trust workers. We cannot do otherwise and 
be honorable, We cannot do less and succeed. 


ARMORED SERVICE GETS NEW UNIT 

Armored Service Corporation of Brooklyn 
announced the purchase of the Ar- 
mored Transportation, which has been oper- 
ating in the Bronx, Westchester County and 
Connecticut. This merger gives the Armored 
Service Corporation a new territory and 
brings its total of clients above 2,000, with 
a fleet of SO trucks and a staff of about 300 
men. Organized in 1921, Armored Service 
absorbed the Mayhew Dispatch of Newark in 
1923, and the Armored Car Company of Tren- 
ton in 1927, with the result that it now fur- 
nishes a service extending from Philadelphia, 
through Trenton and Newark and Greater 
New York, to Connecticut. 

Several well-known Brooklyn men_ serve 
on the board of the Armored Service Cor- 
poration, which includes Joseph T. Stephens, 
assistant vice-president of the Bank of Amer- 
ica, N. A., at its Nassau office; Austin Tobey, 
Jr., assistant vice-president of the Bank of 
the Manhattan Company with its Brooklyn 
division; Henry H. Romer, trustee of the 
Williamsburgh Savings Bank: John S. Rus- 
sell of Corner, Bell, Russell & McNulty, At- 
torneys; Thomas V. Gould, vice-president 
Franklin Simon & Company, H. A. Grube, 
treasurer, Intertype Corporation; Harry W. 
Hadley, assistant vice-president, Chemical 
Bank & Trust Company; W. F. Banks, presi- 
dent, Motor Haulage Company; Robert F. 
Brown, Laurence J. Kitching and Durant 
Rose, respectively vice-president and _ traffic 
manager of the corporation. 


Cross 
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Condensed Statement of Condition, Sept. 12, 1929 


Che 
Cleveland 
Crust Company 


Located at Euclid Avenue and East 9th Street 
and in 52 Other Community Centers 
in and near Cleveland 





RESOURCES 














Cash on Hand and in Banks . . $ 32,456,035.18 
U. S., State, Municipal and Other Bonds and 

lnveienents ; ; a te ob 27,970,004.89 
Loans, Discounts and Advances. . . . . 218,757,866.12 
Real Estate and Banking Houses . 5,786,770.01 
Interest and wcities Accrued and Other 

Resources . . , 2,627 ,482.37 
Customers’ Liability on Letters of Credit and 

Acceptances Executed by this Bank... 5,469,454.84 





Total . 





_ $293,067,613.41 






LIABILITIES 

Capital Stock . . .  . $ 12,000,000.00 
Surplus and Undivided Profits . . . . . 10,910,928.91 
Reserve for Taxes, Interest, etc. 2 ge ss 2,400,127.53 
Deposits .. . .s « + » hlUu”™hlUelU]l CS 
Other Liabil'ties , 515,958.03 
Letters of Credit and Acceptances Executed for 

Customers eo. ae 5,469,454.84 











Total . _ $293,067,613.41 











Growth By Deposits 


Sept. 12,1929 . . .  .  . $261,771,144.10 
Oct. 3,1928 . . . . . . . 246,684,244.81 







Member Federal Reserve System 
Member, Cleveland Clearing House Association 
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[DETROIT AND SECURITY 
‘TE RUST (COMPANY 


Fort Street opposite Post Office 
DETROIT 


Invested Capital over $14,750,000 





INVESTMENT SECURITIES 


‘THE [DETROIT (COMPANY 


Affiliated with Detroit and Security Trust Company 


DETROIT NEW YORK . CHICAGO BOSTON 
SAN FRANCISCO LOS ANGELES 

















—— 
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HOW TO MAKE TRUST DEPARTMENT PROFITABLE 


GILBERT T. STEPHENSON 
Vice-president Equitable Trust Company, Wilmington, Delaware 





(Epitor’s Note: The following is an ea- 
tract from a paper by Mr. Stephenson on 
“The Obligations of a Trust Man,” presented 
at the recent first annual meeting of the 
Trust Section of the New Jersey Bankers 
Association, held at Newark. Mr. Stephen- 
son discusses obligations to customers, best 
provisions and obligations to beneficiaries; 
and obligations to the public. As regards 
obligations to stockholders and making the 


trust department profitable his views are as 
follows :) 


HE obligations of a trust man to the 

stockholders of his company are sel- 

dom discussed in the open, if, indeed. 

they are discussed at all. Yet he should be 

constantly conscious of his obligations to 
his stockholders. 

While a trust department 

service organization, 


is a personal 
it is not a charitable 
institution. It is operated at expense to 
the stockholders. They have a right to ex- 
pect their trust man to show a reasonable 
return on the investment. This does not 
mean that he must show a profit from the 
beginning. There must be an interval be- 
tween seed time and harvest. It is short- 
sighted in the extreme to make him feel that 
he is a failure unless he can show a profit 
the first years. But, give him till harvest 
time, and he will be a failure unless he can 
show a reasonable profit on the investment. 
It shows either that his trust field is too cir- 
cumscribed, that his overhead expense is too 
high, that his fees are too low, that the 
other departments are wishing off on him 
too much free, good-will service, or—what is 
usually the case—a combination of all these. 
Whatever the cause or causes, the trust man 
is under obligation to his stockholders to 
handle the situation. If the trust field is 
too circumscribed, enlarge it by getting trust 
business outside. If his overhead is too 
high, reduce it. If his fees are too low, 
raise them. If he is doing too much .good- 
will service for the other departments, stop 
it or ask them to pay for it. 





A trust man who analyzes the profits and 
losses of his trust department is apt to find 





that there is not enough relation between 
cost and compensation, that his department 
is being amply paid for certain services and 
grossly underpaid for others, that certain 
trust services are having to carry others. 
It is not fair to stockholders to operate trust 
departments at a loss. Nor is it fair to cus- 
tomers to be overcharged for some services 
and undercharged for others. Customers 
are willing to pay what is right if trust 
men will tell them what it is and convince 
them that everybody is being treated alike. 
The greatest chaos in the trust field today 
is in costs and charges. Only a very few 
of the trust companies have any system of 
cost accounting. They know that their profit 
or loss is the difference between expenses 
and receipts of the department as a whole. 
They do not know in what classes of trust 
business they are making or losing. The 
legislatures that have fixed the fees of execu- 
tors, administrators, guardians, and trustees 
have had little or nothing to guide them. 
This lack of knowledge has led to striking 
differences in the cost of trust service over 


the country and to an orgy of ridiculous 
rate-cutting. A comparison of the schedules 
of fees in force in different parts of the 


country shows that the commission for the 
same kind of service is twice as much in 
some places as in others. This means that 
trust departments are overcharging on some 
and undercharging on other services, or else 
that they are running at a loss. 

The most shortsighted policy of all is 
rate-cutting. It cheapens trust service in the 
estimation of the public, in that the public 
comes to think that the trust departments 
are either overcharging when they have a 
chance or else that they do not know what 
they are about. It is, furthermore, loading 
up the trust departments with business that 
will be handled later at a loss. Two large 
trust companies were lately active rivals 
for business. They cut rates on each other 
and gathered in the business. Recently they 
have consolidated—the lion and the lamb 
have lain down in peace—and now they 
find to their chagrin that they have accu- 
mulated a mass of trust business that must 


be handled at a loss. 
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Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by E. J. REILLY, Trust Officer, Fulton Trust Company, New York 








, LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS’OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE, ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE. ] 


ESTATE TAX DEDUCTION 
(In determining Federal Estate Taz, 
deduction will be permitted for property 
already taxed under the same act.) 


John Parrott died testate January 20, 1918. 
His mother died, testate, October 6, 1917, 


the son being a beneficiary under her will 
resulting in his inheritance of real and per- 
sonal property to the value of $519,919.52. 
This value formed part of the gross estate 
of the mother and federal tax paid thereon, 
and also formed part of the gross estate of 
the son. In addition to the inheritance so 
valued, the other estate of the son, 
consisting entirely of personal property, was 
valued, on audit of the Internal Revenue 
Commissioner, at $1,428,596.15. 

The federal estate tax return by the ex- 
ecutors of the son, showing net estate $1,187,- 
984.10, was accompanied by payment of tax 
of $98,558.09. The audit of the Commission- 
er found a net estate of $1,378,596.15, with 
an additional tax of $28,873.45. The execu- 
tors paid under protest, with claim for abate- 
ment and refund. These claims were finally 
denied by the Commissioner. The increase 
of the net estate determined by the Commis- 
sioner and resulting in additional tax was 
in part made through the reduction by him 
of the deduction of $519,919.52, claimed as 
prior taxed property deductible under the 
Revenue Act of 1921 by the amount of $79,- 
484.45, made up of administration expenses 
and $2,500 charitable bequest on the assump- 
tion that the value of the deduction was re- 
duced as already “deducted under paragraphs 
1 and 3 of subdivision a of this section” be- 
sause the technical ultimate source fund for 
reimbursement to the executors of advances 
for the payment of administration expenses, 
charitable bequest, ete., ($79,484.45) was de- 
rived from the proceeds of mortgage of prior 
taxed real property by the heirs of decedent. 

The Court held that here it was shown 


gross 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


that there was ample value in the executors’ 
hands at the time of the son’s death to meet 
many times over all the expenses involved 
as well as to satisfy the specific bequests un- 
der the will, and with this the executors have 
proved the estate entitled to the deduction. 
They were also entitled to the deduction of 
the found value of the prior taxed property, 
and to the further deduction of the full 
amount of the administration expenses, etc.— 
Parrott, Jr., et al. vs. United States. U.S. 
Dist. Ct. Northern Dist. of California. De- 
cided September 7, 1929. 
POWER OF TRUSTEES 
(Trustees may organize a corporation 

to carry out charitable provisions of a 

will when not in contravention of the 

statutes.) 

Edward A. Whitney died, leaving sundry 
real and other property in Wyoming. He 
willed his property to charity. The execu- 


tors organized a corporation, named the 
“Whitney Benefits.” A controversy arose 


questioning the right, power and authority 
of “Whitney Benefits” to sell and convey real 
estate owned by it and standing of record 
in its name. The Will of Edward A. Whitney 
was drawn and executed pursuant to Wy- 
oming Statutes, and “Whitney Benefits” was 
incorporated and possessed all the _ rights, 
powers and authority enumerated in the 
statutes. 

The will was construed to confer upon the 
corporation full ownership of the properties 
transferred to it with absolute power and 
authority to sell and convey any part or all 
of its real estate and personal property, and 
particularly the real estate concerning which 
the controversy arose. Over long periods of 
time, property values radically change. Hence 
a corporation such as the testator obviously 
contemplated and which he desired to be 
vested with his property, in order that it 
might apply the same perpetually to the al- 
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Birmingham Trust 
& Savings Co. 


BIRMINGHAM, ALABAMA 


CAPITAL $1,000,000 
SURPLUS $1,200,000 


We invite correspondence from those 
desiring commercial or financial repre- 
sentation in this city. Direct connec- 
tions with the strongest banks through- 
out the South. Send us your collections 
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ways important purpose of educating the 
youth of the state, should, if at all possible, 
be accorded the right to fully protect itself 
against loss by means of the sale of depre- 
ciating assets. The will did not in terms pro- 
hibit “Whitney Benefits” from exercising any 
such power.—Bentley vs. Whitney Benefits. 
Supreme Ct. Wyoming. Decided October 22, 
1929. 
INCOME TAX 
(Cash dividends on corporate stock are 

returnable for income tar in the year 

when made payable.) 

The taxpayer, Robert W. Bingham, was, 
in December, 1922, a minority stockholder in 
certain corporations all of which declared 
dividends in that year payable either on De- 
cember 30th or December 31, 1922, and for- 
warded them to him by mail. They were 
received in due course on January 2, 1923, 
and were reported by the taxpayer in his in- 
come tax return for 1923. The Commission 
er held that these dividends were taxable as 
income for 1922 and determined the tax ac- 
cordingly. This resulted in a deficiency for 
1922. The taxpayer appealed to the Board 
of Tax Appeals. 

The Board in a majority opinion reversed 
the holding of the Commissioner and held 
that these dividends were not taxable for 
the year 1922, the Board being of the opinion 
that they should have been returned for 1923. 
The Cireuit Court of Appeals, however, held 
that the important thing is, that the share- 
holder did receive a dividend, not when or 
how. 
that it be included in his gross income as of 
the date, not when received, but when the 
cash (for this was a cash dividend) was un- 
qualifiedly made subject to his demand. The 
dividend was declared and payable in 1922. 
Decision of the Board of Tax Appeals re- 
versed.—Commissioner of Internal Revenue 
vs. Bingham. U.S. C. C. A. 6th Cir. 


Having received it the statute required | 
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Under Supervision of Federal Government 


AMERICAN SECURITY 


°° AND TRUST COMPANY ¢ 
Fifteenth and Pennsylvania Avenue 


WASHINGTON, D. C. 


Capital andSurplus - - 


$6,800,000.00 
Assets over SB ee is 


$38,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 





WILLS 


(A mortgage upon real estate speci- 
fically devised, must be paid from the 
residue where the will provided for the 
payment of debts.) 


The will of the testatrix provided that all 
of her just debts shall be paid by her execu- 
tor as soon after her decease as reasonably 
possible. It next devised her residue in the 
District of Columbia to her brother, together 
with certain other property. Finally, it be- 
queathed to her husband all stock, bonds, 
notes and other personal property subject to 
certain minor exceptions. At the time of 
her decease, the residence property of the 
testatrix was encumbered by a mortgage 
indebtedness of about $3,000 and her brother 
as devisee of the property claimed that this 
debt should be paid from the personal as- 
sets of the estate. 


It was held that the mortgage indebtedness 
was her personal debt for which she might 
have been sued at law with or without ref- 
erence to the mortgage and that upon her 
death it became a lawful debt of her estate. 
It follows that this is one of the “lawful 
debts” which the executor is ordered by item 
one of the will to first pay and discharge 
from the estate—Tracy vs. Atwell, Court of 
Appeals, District of Columbia. 


Irving L. Keith has been elected presi- 
dent of the Haverhill (Mass.) Trust Com- 
pany, succeeding Edwin H. Moulton, who has 
resigned to attend to private business affairs. 

The Federal National Bank of Boston has 
acquired a substantial stock interest in the 
Bancroft Trust Company of Worcester, Mass 

Walter M. Smith, district office manager 
of the F. W. Woolworth Company, has been 
elected a member of the board of directors 


of the Boatmen’s National Bank of St. Louis, 
Mo. 
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SURVEY OF LAWS AND JUDICIAL RULINGS GOVERNING PRE- 
SUMPTIONS IN TRANSFERS MADE IN CONTEMPLATION OF 
DEATH 


The laws taxing transfers made in con- 
templation of death have been on the statute 
books of most of the states for many years. 
In approximately thirty of the states which 
tax such transfers, the statutes provide that 
transfers of a material portion of the es- 
tate, without an adequate valuable considera- 
tion, made within a fixed period of time be- 
fore the death of the donor, are presumed 
to have been made in contemplation of death. 
This period ranges from ninety days to six 
years. The presumption is rebuttable and 
the taxpayer may offer proof that the trans- 
fer was not made in contemplation of death. 

The statutes of nine states, including Wis- 
consin, differ from the others in that they 
declare that transfers made within a fixed 
period shall be construed, or deemed or con- 
sidered to have been made in contemplation 
of death. Prior to the decision of the United 
States Supreme Court in the case of Schles- 
inger vs. Wisconsin in March, 1926, these 
statutes were interpreted to raise a conclu- 
sive presumption which could not be refuted. 
The Wisconsin statute was declared invalid 
in the Schlesinger case. While the decision 
of the court did not indicate whether the 
time element was material in considering 
the validity of the Act, a question was raised 
in the dissenting opinion as to whether the 
statute could have been declared invalid had 
the period been shorter than six years. With 
the exception of North Carolina, none of the 
states whose statutes appeared to raise a 
conclusive presumption were repealed or 
amended, and the effect of the Schlesinger 
decision has been merely to remove the con- 
clusiveness of the presumption. 

North Carolina, acting upon the Schlesinger 
decision, amended its laws in 1927 so that 
a rebuttable rather than a conclusive pre- 
sumption was raised by its statute. Penn- 
sylvania and Washington, which raised no 
presumption prior to 1929, similarly provided 
for a rebuttable presumption. An anomalous 
situation, however, is presented by the pro- 
vision of the Federal Revenue Act of 1928, 
by which a conclusive presumption is raised 
irrespective of the actual intent of the dece- 
dent where a transfer to any one person in 
excess of $5,000, is made without an ade- 
quate and full consideration within two 
years of the death of the donor. While the 
constitutionality of the section has been 


questioned, it has not as yet been passed 
upon. 

The Schlesinger decision has relieved the 
taxpayer of the arbitrary imposition of a 
tax. However, under the presumption raised 
by the statutes in the various states the 
taxpayer still has the difficult and ofttimes 
impossible burden of disproving the presumed 
fact that a transfer was made in contem- 
plation of death. Massachusetts and Wyom- 
ing have favored the taxpayer to the extent 
that gifts made more than two years prior 
to death, though made in contemplation of 
death, are not taxable unless intended to 
take effect at death. California, in its 1929 
amendment, has enacted a new liberal pre- 
vision to aid the taxpayer. Under the stat- 
ute providing that transfers made more than 
four years prior to death of the donor shall 
be presumed not to have been made in con- 
templation of death. ‘alifornia not only 
raises no presumption against the taxpayer, 
but creates one in his favor. 





WASHINGTON TRUST. OFFICERS ORGAN. 
IZE INDEPENDENT FIDUCIARIES 
ASSOCIATION 

For several years the trust officers of banks 
and trust .companies in the state of Wash- 
ington have conducted what was styled the 
Trust Section of the Washington Bankers 
Association. It was recently decided to or- 
ganize the Corporate Fiduciaries Associa- 
tion of Washington as an independent asso- 
ciation, although maintaining close contact 
with the bankers’ association. The election 
of officers resulted as follows: A. V. God- 
save, president; Varien Green, vice-president 
and R. P. Loomis, secretary and treasurer. 

Newly elected officers of the Trust Com- 
panies Association of Oregon are: President, 
Blaine B. Coles, trust officer Security Sav- 
ings and Trust Company of Portland; vice- 
president, Donald W. McKay, trust officer 
West Coast National Bank of Portland; sec- 
retary and treasurer, Stuart Fagan, assistant 


secretary Equitable Trust Company of Port- 
land. 





The Guild State Bank of New York has 
been converted into the Clinton Trust Com- 
pany with offices at 857 Tenth avenue. Ell- 
wood M. Rabenold is chairman and W. W. 
Warner, president. 
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LESSONS DERIVED FROM STOCK 
MARKET CRASH 
(Continued from page 630) 
against securities, and from funds which 
otherwise would have gone into savings de- 
posits which increased two billions in 1927- 
1928. But this is not the whole of it. Na- 
tional income for October, 1929, on the basis 
accepted would have been $6,500,000,000. 
During October new securities were issued 
also omitting rights, amounting to $739,912,- 
000, and rights were issued to the amount 
of $90,395,000 or 12.7 per cent of national 
income, and savings deposits went off also. 
While there are many cross currents not 
accounted for in the development of these 
figures they would seem to show positively 
that new security issues were put out in 
1929 faster than the national income could 
readily absorb them, and that they played 
a very real part in creating the calamity on 
the Stock Exchange. But with a let up in 
the issuance of new securities that has now 
occurred America can right itself in an in- 
conceivably short time as its national in- 
come means under such circumstances a 
monthly surplus for investment of $600,000,- 
000. The great drop in the prices of securi- 
ties in September, October and November 
and the payment of $1,752,000,000 of out- 
standing brokers’ loans the last two weeks 


has undoubtedly fully corrected this situa- 
tion. 


Stabilization Based on Knowledge 

The United States of America is a great 
country with a wonderful record of human 
efficiency. It contains within it forces for 
evil but greater forces for good. A great un- 
derlying purpose has seemed to follow its 
development from revolutionary days to the 
present aimed to broaden the lives of all 
the people through increasing their conven- 
iences of living and their power to obtain 
them. At the same time it has shown a 
marvelous unselfishness when catastrophe or 
affliction has reduced groups of people at 
home or abroad to hardship and suffering. 
The envious and the would-be destroyer of 
our progress see, or pretend to see, our eco- 
nomic efforts and success as a worship of 
mammon. We still have great wrongs to 
right in politics, business, and in our na- 


tional life as a whole. But there has been: 


tremendous progress in the great business 
world toward better understanding of the 
necessity and the desirability for the protec- 
tion of all people. This progress has been 
based upon knowledge that was only obtain- 
able as a better stabilization of business 
pursuits has developed. 


fo te 
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MOSLER 
VAULTS 


Protect the securities and the 
valuables of 


LOUISVILLE 
TRUST COMPANY 


Bank building designed and erected by 
St. Louis Bank Building & Equipment Co., 
St. Louis, Mo. 


Eighteen-inch circular and rectangular 
doors, safe deposit boxes (with Mosler 
certified pick-proof locks) and other vault 
equipment installed in the new building 
of the Louisville Trust Company, Louis- 
ville, Ky., represent a total weight of ap- 
proximately one-quarter million pounds. 


Mosler has meant Safes and 
Safety for more than 75 Years. 





THE MOSLER SAFECO. 


The Largest Builders of Vaults and 
Safes in the World 


FACTORIES: HAMILTON, OHIO 


ATLANTA BOSTON CHICAGO DETROIT 
DALLAS OKLAHOMA CITY KANSAS CITY 

LOS ANGELES NEW ORLEANS NEW YORK PITTSBURCH 
PORTLAND SAN FRANCISCO SEATTLE 

TOEKYO,JAPAN LONDON, ENGLAND SHANCHAIL, CHINA 
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WISCONSIN PROVIDES FOR TRANSFER 
TAX REFUNDS 

Wisconsin has enacted an amendment to 
its tax laws, effective September 1, 1929, 
which authorizes refunds to be made on 
taxes made under the law of that state which 
held that transfers made within six years 
of death were to be conclusively presumed 
to have been made in contemplation of death. 
It will be recalled that the Supreme Court 
of the United States, in the so-called Schles- 
inger case, decided in March, 1926, declared 
this statute to be unconstitutional and that 
those who had paid taxes under this state 
were entitled to refund, if they could prove 
that transfer had not been made in contem- 
plation of death. 

Applications for refunds were met with 
the provision of Wisconsin law that such 
applications had to be made within one year 
from payment or within one year after re- 
versal or modification of order fixing tax. 
This provision was upheld in the case of 
Beck vs. State of Wisconsin, decided in 
March, 1928 and which the Supreme Court 
of the United States refused to review. The 
new law corrects this situation under which 
refunds may be claimed by persons who 
have paid tax under the unconstitutional 
statute, providing claim is filed within two 
years from August 9, 1929, limiting refund 
to those who have paid tax on or after May 
27, 1919. 





A PREMIUM ON THE POWER OF 
REVOCATION 

A New York resident, desiring to provide 
for his wife and children, executed a trust 
deed by which he divested himself of any 
right to the income or any power to reacquire 
title to the principal of the trust. He merely 
retained the power to change the details set 
forth in the original trust deed for the dis- 
position of the property. The right to alter 
the deed was never exercised. Upon death, 
the transfers under the deed of trust became 
taxable because of the reserved power to al- 
ter, amend or revoke. 


It may be that the creator of this trust 
thought the right to change his mind well 
worth the amount of the transfer tax. On 
the other hand, the terms of the trust deed 
provided for distribution of the property 
among his wife and children in such careful 
detail, that he might have been willing to 
forego the right to alter the deed had he 
known there would be a premium upon the 
privilege. 

A thoughtful attorney or a reliable trust 
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company will not fail to indicate to a person 
contemplating the creation of a trust, the 
taxes to which the terms of the trust may 
subject the property transferred in states 
that will have jurisdiction to tax it—(From 
“Estate and Tax News,” published by Fidel- 
ity Title & Trust Company, Pittsburgh.) 





COMBINING LIFE INSURANCE TRUST 
WITH INVESTMENT TRUST 

One of the New York investment firms has 
announced a combination of life insurance 
trust with special features of an investment 
trust, giving the insured not only the pro- 
tection afforded by a trust arrangement, but 
also the opportunity for larger yield to ben- 
eficiaries from stipulation that proceeds of 


insurance shall be invested in diversified 
trustee shares. Two alternatives are pre- 
sented. 

(a) Purchase of a block of diversified 


trustee shares, Series B, and creating a vol- 
untary trust, stipulating that the trustee 
shall apply dividends to the payment of life 
insurance premiums. The insured will have 
at one and the same time an estate giving 
protection against fluctuations in the cost of 
living and ready cash provided through the 
maturity of the insurance. The investment 
in diversified trustee shares, Series B, and 
the amount of life insurance can be in- 
creased at regular intervals. 

(b) The insured, after taking out a policy, 
may borrow upon the value of that insurance, 
and with the proceeds buy diversified trustee 
shares, Series B. He then wills his diversi- 
fied trustee shares, Series B, to his benefi- 
ciaries. If the cost of living thereafter shall 
rise, the increase in value of his investment 
should offset the loss in purchasing power 
which his beneficiaries would sustain on the 
proceeds of the insurance. 





“THE EYES HAVE IT IN SELLING LIFE 
INSURANCE” 

The latest noteworthy contribution to life 
insurance literature is a new book entitled 
“The Eyes Have It in Selling Life Insur- 
ance,” by Kenilworth H. Mathus, formerly 
with the Penn Mutual Life Insurance Com- 
pany and now associate editor of “ConMu- 
Topics,” the publication of the Connecticut 
Mutual Life Insurance Company. It repre- 
sents a graphic development of the subject 
of selling life insurance by means of numer- 
ous pages of graphs, charts and cartoons 
with explanatory sales talks and demonstra- 
tions, based upon actual experience. The 
book is published by the Mutual Underwriter 
Company of Rochester, N. Y. 
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The Mechanics’ Trust Company 


OF NEW JERSEY 
BAYONNE, N. J. 
COLLECTIONS—Datly Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 

JERSEY CITY (Including Greenville) HOBOKEN and BAYONNE 
COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 
Reciprocal Balances Based on Volume of Business 
Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
THE NEW YORK CLEARING HOUSE 


a 








BENEFICIARIES OF NATIONAL CITY Eduardo Morales Rosa, the Porto Rican 
FOUNDATION winner, will be brought to New York for a 
Three of the first beneficiaries of the Na- year at his present salary and will get spe- 
tional City Foundation, a $2,000,000 fund or- cial educational and cultural opportunities 
ganized last spring, the income of which is to while being rotated through all departments 
be used for obtaining a higher cultural edu- of the main office. Delford L. Fedderman, 
eation for deserving employees of the Na- supervisor in the treasury department at the 
tional City Bank, were announced recently by home office, will be sent abroad for a year 
F. Charles Schwedtman, who first broached and attached to various foreign offices. Wal- 
the plan to Chairman Charles G. Mitchell. ter Gless, the seventeen-year-old page boy 
They include a subaccountant in the San _ selected, will be freed from his duties at the 
Juan (Porto Rico) branch of the bank, a bank with salary, and will be sent through 
treasury department employee and a page high school and a college of his selection, 
of the main office in New York. working in the bank during his vacations. 


| 


THE First BENEFICIARIES UNDER NATIONAL CiTry FOUNDATION ESTABLISHED BY NATIONAL CITY 
BANK FOR DESERVING EMPLOYEES 
Left to right: Eduardo Morales Rosa, Delford L. Fedderman and Walter Gless 
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How MAIN OFFICE OF THE FIFTH THIRD UNION TRUST COMPANY OF CINCINNATI 
WILL APPEAR WITH ADDITION 








Cincinnati will have one of the most mag- 
nificent and spacious banking homes in the 
country when the two main downtown offices 
of the Fifth Third Union Trust Company of 
that city are combined in the enlarged bank- 
ing home for which plans were recently com- 
pleted. The outstanding feature of the new 
main office which will provide for the con- 
struction of a seventeen-story addition to har- 
monize with the present building, will be the 
main banking lobby. This will be three sto- 
ries in height, with a lofty domelike effect 
and artistic effects brought into relief by 
chandeliers of exquisite design. 

The plans as announced recently by Vice- 
president Charles H. Deppe, in the absence 
of President E. W. Edwards in Europe, call 
for construction work which practically give 
the Fifth Third Union Trust Company a new 
home, including a complete remodeling of 
the present quarters. To provide the needed 
site for the enlarged structure, two four- 
story buildings were recently purchased, ad- 
joining the present bank building and which 
will be razed to make space for the seven- 
teen story addition. With the newly acquired 
property the main building of the Fifth Third 
Union Trust Company will have 197-foot 
frontage on Fourth street and a depth of 97 
feet. The addition will duplicate the present 
building in size and architecture, increasing 
the floor space by 35 per cent. 

Main banking quarters will be located on 
the mezzanine floor and other departments 
will be centralized and accommodated on va- 
rious floors, the remaining space to be occu- 
pied by tenants. Preliminary architectural 
sketches indicate that the main banking quar- 
ters will be a composition of artistic beauty 
with utilitarian equipment of the most mod- 
ern kind. During the remodeling of the pres- 
ent quarters the banking operations of the 
Four and Walnut street branch will not be 
disturbed. 

Plans for a physical merger of the two 
downtown offices have been in the making 
for some time. The old Union Trust Com- 
pany and the old Fifth Third National Bank 
joined activities under a single board of di- 
rectors and a common ownership in 1919, but 
retained their separate identities as banking 
institutions until 1927, when they were 
merged, the Fifth Third becoming the main 


office and the Union Trust becoming the main 
branch. 





PLANS FOR ENLARGED AND SPACIOUS NEW HOME OF THE 
FIFTH THIRD UNION TRUST COMPANY OF CINCINNATI 


The Fifth Third National Bank, built up 
to its financial leadership by several consoli- 
dations during the regime of Mr. Hinsch, op- 
erated under a national bank charter for 
many years and was one of the large national 
banks of the Middle West. The Union Trust 
Company, a state bank, expanded its business 
rapidly and went into the branch banking: 
business with branches in several  sec- 
tions of the city. In February, 1927, when 
the banks adopted the same name, the cor- 
porate structure was modified, the Fifth 
Third surrendering its national bank char- 
ter and becoming a state bank. At present 
the bank has twelve offices in convenient lo- 
cations throughout the city. 


In its last financial statement September ° 
12, the bank reported resources of $89,374,- 
164.88. Loans and discounts were $40,281,- 
134.30, with real estate loans amounting to 
$10,886,208.56; cash and due from banks 
amounted to $14,058,486.94. The bank has a 
capital stock of $5,000,000 and a $5,000,000 
surplus. Undivided profits are $2,063,413.53. 
Deposits amounted to $74,201,405.24. 





As NEw BANKING LOBBY OF THE FIFTH THIRD 
UNION TRUST COMPANY OF CINCINNATI WILL 
APPEAR WHEN COMPLETED 
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HIBERNIA TRUST OF NEW ORLEANS 
DEVELOPS BRANCH SERVICE 

Branch office service as developed by the 
Hibernia Bank & Trust Company of New Or- 
leans has met with and deserves the popular 
approval which this organization has experi- 
enced. In the first place each branch is fully 
equipped with all types of service and the 
managements are devoted to aiding deposi- 
tors, business and industries in their respec- 
tive neighborhoods. Secondly, the offices are 
for the most part housed in handsome build- 
ings with every possible convenience. Typi- 
eal of the branch offices conducted by the Hi- 
bernia is the new building recently completed 
for the Broadmoor office which is of classic 
Italian design, finished in limestone and fit- 
ted out in Tavernell marble and bronze. 
There is also a modern safe deposit depart- 
ment. H. E, Heiny is manager. 


NEw HOME FOR THE BROADMOOR BRANCH OF THE 
HIBERNIA BANK AND TRUST COMPANY OF NEW 
ORLEANS, LOUISIANA 


President R. S. Hecht of the Hibernia Se- 
cvrities Company, Inc., the investment affili- 
ate of the Hibernia Bank & Trust Company 
of New Orleans, announces the election of 
Frederick D. Bolles as vice-president of the 
company and in charge of its New York 
office. 

Mr. Bolles is a native of Wilmington, N. C.., 
and has had twenty-six years’ experience in 
the investment banking business covering 
the origination, underwriting and retail and 
wholesale distribution of investment securi- 
ties. For some years he was associated with 
Wm. A. Read & Company, the predecessors 
of Dillon, Read & Company, and later was 
vice-president of Hoagland, Allum & Com- 
pany, Ine., in charge of their New York 
Office, and eastern and southern business. 
During recent years he has been in business 
for himself. 

The Hibernia Securities Company also has 
offices in Chicago, Los Angeles, St. Louis, At- 
lanta, Dallas and Houston. 
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tuberculosis 
away from 
them 
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> HEALTH 
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THE NATIONAL, STATE and LOCAL 
TUBERCULOSIS ASSOCIATIONS 
of the UNITED‘STATES 





John Foster Dulles has been elected to the 
board of trustees of the Bank of New York 
& Trust Company of New York. Mr, Dulles 
is a member of the firm of Sullivan & Crom- 
well. 


Harrison Hoblitzelle, vice-president of the 
General Steel Castings Corporation, has been 
elected a director of the St. Louis Union 
Trust Company of St. Louis, Mo. 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
13 SOUTH STREET 


CAPITAL, $1,200,000 


SURPLUS AND PROFITS OVER $4,500,000 


OFFICERS 
H. WALTERS, CHAIRMAN OF BOARD 
JOHN J. NELLIGAN, PRESIDENT 


JOHN W. MARSHALL = 
ANDREW P. SPAMER - * = 
H. H. M. LEE * ° od e 
JOSEPH B. KIRBY - - ? 
GEORGE B. GAMMIE - 
ARTHUR C. GIBSON - 
WILLIAM R. HUBNER 
REGINALD S. OPIE os 
GEORGE PAUSCH = ASST. V.-P. & AssT, SEC. 
ALBERT P. STROBEL = REAL ESTATE OFFICER 
CLARENCE R. TUCKER ASST. TREAS & ASST SEC. 


ViICE-PRES. 
2D VICE-PRES. 

- 3D VICE-PREs. 
- 4TH VICE-PRES. 
TREASURER 
ASST. V.-P. & SECRETARY 
ASST. V.-P, & Asst SEC. 
ASST. V.-P. & ASST. SEC. 


CHALMERS T. BRUMBAUGH e 


JOHN W. BOSLEY ~ ASST. TREAS. & ASST, SEC. 
EDGAR H. CROMWELL - - = ASST. TREAS. 
ANDREW H, TROEGER ° > - ASST. TREAS. 
ROLAND L. MILLER * = * = CASHIER 
RAYMOND E. BURNETT - * - AUDITOR 
HARRY E. CHALLIS * = 7 ASST. CASHIER 
MAURICE J. NELLIGAN - + - ASST. CASHIER 
HOWARD W. BAYNARD - = ASST. AUDITOR 
ROBERT B. CHAPMAN * > - ASST. AUDITOR 
CHAS. F. LECHTHALER ASST. REAL EST. OFFICER 
THOMAS B. BUTLER ASST. TO 4TH VICE-PRES 
STATISTICIAN 


DIRECTORS 


H. WALTERS 

WALDO NEWCOMER 
NORMAN JAMES 
SAMUEL M. SHOEMAKER 


BLANCHARD RANDALL 
ELISHA H. PERKINS 
JOHN J. NELLIGAN 
JOHN W. MARSHALL 


ROBERT GARRETT 
GEORGE C. JENKINS 
HOWARD BRUCE 
MORRIS WHITRIDGE 





SIZE OF AMERICAN EXPRESS TRAVEL- 
ERS CHEQUES REDUCED 


American Express travelers cheques will 
be reduced to the approximate size of the new 
United States Government paper money, it 
was announced following a recent meeting of 
the board of directors of the company, which 
is an affiliation of the Chase National Bank 
of the City of New York. The new cheques, 
designed for the greater convenience of hun- 
dreds of thousands of travelers, will be the 
exact size of the bank pocket check as rec- 
ommended by the Bureau of Standards of the 
Department of Commerce in its simplification 
program. 

More than $2,000,000,000 of the American 
Express travelers cheques have been circu- 
lated throughout the world since they were 
introduced as a medium of exchange thirty- 
eight years ago. Because of their popularity 
with travelers, especially foreign tourists 
who are always heavily encumbered with 
passports, tickets and foreign currencies, it 
is expected that the smaller size will be wel- 
comed. The same reason which prompted 
the adoption of the smaller United States 
currency and passports influenced the action 
of the American Express Company. 

“This is the first important change in the 
form of travelers cheques,” said F. P. Small, 
president of the company, “since they were 
first devised by the company as a simplifica- 
tion of the traveler’s exchange problems, 
thirty-eight years ago. The old standard size 
has always been maintained because so many 
of them have been carried to foreign countries, 
and the merchants, hotels and others had 
grown familiar with the color, size and ap- 


pearance of the cheques. More than two bil- 
lion dollars of them have been spent in all” 
parts of the world. In many foreign coun- 
tries these travelers cheques are known as 
“American Express blue paper money” and 
have been accepted from travelers, even when 
the only part of the cheque which could be 
translated was the figures. Because, how- 
ever, modern demand is for convenience, it 
was decided to make this change at this time, 
prior to the heavy summer travel season. 
This year over 850,000 people will have used 
American Express cheques on their travels. 
Both the number of purchases and the 
amount used doubled between 1919 and 1922 
and again doubled between 1922 and 1928. 
It is believed that the new smaller cheques 
will greatly lessen the number of losses and 
thefts of the traveler’s funds. The new 
cheques will be placed in the hands of 17,000 
banks early in the year.” 


HOW CHICAGO BANKS USE AIRMAIL 

One of the largest banks in Chicago ad- 
vises that it makes frequent use of air mail 
to transmit items to distant cities, and es- 
pecially in connection with California corre- 
spondence, saving thereby from 24 to 48 
hours in delivery of mail. The trust depart- 
ment of another Chicago bank advises that 
the corporate trust division has benefited 
from air mail by being able to speedily ob- 
tain signatures and sending instruments for 
recording, as well as transmitting stockhold- 
ers’ lists and transfer advices on approaching 
dividend periods. Airmail has been useful 
also in expediting waivers in securing pro- 
bate of wills. 
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The Oldest 
Trust Company in 


HAWAII 


Established 1898 


APPROXIMATE VALUE OF 
REAL AND PERSONAL 
PROPERTY UNDER CON. 
TROL AND MANAGEMENT 
OVER $75,000,000.00. 


Authorized by Law to Act in Any Trust Capacity 


Capital, Surplus and Undivided Profits over 
Three and One-Half Million Dollars 


We do not transact a banking business 


CORRESPONDENCE ON LOCAL CONDITIONS 
CORDIALLY INVITED 


HAWAIIAN TRUST COMPANY, LIMITED 


HONOLULU, HAWAII 


TRUST COMPANY MERGER IN 
BALTIMORE 

Under an arrangement for exchange of 
shares of stock, the Century Trust Company 
has merged with the Baltimore Trust Com- 
pany, which also absorbed the National Union 
Bank a few months ago. Waldo Newcomer 
is chairman of the executive committee of 
the Baltimore Trust, United States Senator 
Phillips Lee Goldsborough, chairman of the 
board of directors, and Donald Symington, 
president. This latest merger gives Balti- 
more its first $100,000,000 banking institu- 
tion. The statement of the Baltimore Trust 
Company of June 20th, showed total assets 
of $82,806,541, including deposits of $69,- 
665,629. The Century’s statement shows as- 
sets of $17,085,051 and deposits $12,683,013. 
mergers now pending 
have been a total of thirty-five bank and 
trust company consolidations in New York 
City during the current year, involving total 
deposits of $2,480,000,000 transferred from 
merged institutions. 


With three there 


Six hundred million dollars will be dis- 
tributed this season to 9,000,000 members of 
Christmas Clubs by more than 8,000 banks 
and financial institutions throughout the 
United States. 


The Atlanta & Lowry National Bank and 
the First National Bank of Atlanta, Ga., have 


been merged, representing combined re- 
sources of over $140,000,000 and capitaliza- 
tion of $12,600,000. 

The Washington Loan & Trust Company of 
Washington, D. C., reports resources of $18,- 
084,000 ; deposits, $14,549,000 ; capital, $1,000,- 
000; surplus and undivided profits, $2,505,000. 

The Exchange National Bank and affiliated 
Exchange Trust Company of Tulsa, Okla., re- 
port combined assets of $100,451,000; capital 
structure, $7,771,000, and deposits of $61,- 
195,000. 

The Wachovia Bank & Trust Company, 
with headquarters at Winston-Salem, N. C., 
reports resources of $51,938,000; deposits, 
$41,719,000; capital, $2,500,000; surplus, 
$2,000,000, and undivided profits, $984,748. 
Robert Lee Ellis has been elected member 
of the board of the Asheville office. 

Edward A. Bacon has been promoted from 
assistant vice-president to vice-president of 
the First Wisconsin National Bank. 

William Mackenzie, formerly life insurance 
trust representative of the Seaboard National 
Bank, has become associated with the Bank 
of New York & Trust Company as life in- 
surance trust representative. 















California’s 
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Seventy-nine Years 


On September 9, 1850, President Fillmore signed the Bill 
that made California a State of the Union. 


Ten years later financial pioneers laid the foundation of 


the Bank of America of California. 


Today this institution, 


with resources of more than 400 millions, brings banking 
stability to more than a hundred California communities. 


SAVINGS $33 
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HEAD OFFICE: LOS ANGELES 


TRUST 





BANK of AMERICA. 


OF CALIFORNIA 





Northern California Headquarters: San Francisco 





SHAWMUT BANK 

Announcement has been made by the Na- 
tional Shawmut Bank, Boston, of the election 
of Henry J. Nichols as vice-president of that 
organization. Mr. Nichols will take over his 
new duties prior to January 1, 1930. He 
brings to the National Shawmut Bank a wide 
experience in financial affairs. For eight 
vears he was secretary and assistant to the 
president of the First National Bank of Coun- 
cil Bluffs, Ia., under the late Charles R. Han- 
nan. Later Mr. Nichols came to Boston with 
Mr. Hannan as his assistant and secretary. 
At that time Mr. Hannan was financial man- 
ager of the various companies in New Eng- 
land in which members of the Swift family 
were the principal owners. After Mr. Han- 
nan’s death in 1907, Mr. Nichols beame finan- 
cial director of these same companies, and 
served as treasurer and director of almost 
all the New England Companies largely 
owned by the Swifts. 





Secretaries of the state banking associa- 
tions in the southern states will convene in 
Atlanta, Ga., early in December to discuss 
and agree upon policies relative to the de- 
velopment of branch banking. 


ELECTED VICE-PRESIDENT OF NATIONAL NEW APPOINTMENTS AT CENTRAL HAN- 


OVER BANK & TRUST CO. 

The Central Hanover Bank & Trust Com- 
pany of New York announces the appoint- 
ment to its new business department of Will 
Emerson, formerly with the Cambridge Asso- 
ciates of Boston, and Thomas F. DeLaney, 
Jr., for the last several years with John 
Wanamaker, New York. Mr. Emerson was 
engaged for many years in advertising, real 
estate promotion and finance in Boston pre- 
vious to his connection with the Cambridge 
Associates. 


Mr. DeLaney has for the last three and a 
half years been a buyer in the house fur- 
nishing section of John Wanamaker. For 
the twelve years previous he had been asso- 
ciated as a sales executive with the phono- 
graph and radio industry. 


The Atlantic National Bank of Boston an- 
nounces the appointment of George E. Coates 
as insurance trust officer. 

The Capital Trust Company is being or- 
ganized in Lansing, Mich., and will occupy 
quarters in the new 22-story building now 
being erected for R. E. Olds Company. 

Plans are under way for merger of the 
American State Bank with the Guaranty 
State Bank of Detroit. 
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INTERNATIONAL ACCEPTANCE BANK 
INCORPORATED 


FOREIGN BANKING FACILITIES 


UNION SQUARE OFFICE 
Broadway at 16th 








A. B. A. TRAVEL CHEQUES TO CORRES- 
POND IN SIZE TO REDUCED PAPER 
CURRENCY 


Embodying all the modern safeguards and 
improvements in design which engraving sci- 
ence could devise, a new form of A. B. A. 
travel cheque, authorized by the American 
Bankers Association at its San Francisco 
convention in October, will soon replace the 
original cheque which has been distributed 
by banks throughout the world since it was 
first introduced by the association and the 
Bankers Trust Company of New York twenty 
years ago. In its new form the A. B. A. 
cheque will be identical in size with the new 
United States paper money—a great conve- 
nience to travelers since it can be carried 
with facility in pocket wallets. 

Notices are being prepared to be sent to 
banks throughout the world and to hotels, 
railroad and steamship ticket agents, restau- 
rants, stores, garages, gasoline stations and 
others serving the traveling public, so that 
the new cheque will be assured of ready ac- 
ceptance. The new design makes no change 
in the relative position on the cheque of the 
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Chartered 1799 
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BANK of the MANHATTAN COMPANY 


INTERNATIONAL MANHATTAN 
INCORPORATED 


INVESTMENT SECURITIES 


COMPANY 


— 40 WALL STREET, NEW YORK 


MADISON AVE. OFFICE 
Madison Ave. at 43rd 
Sixty-five conveniently located offices throughout Greater New York 
Capital, Surplus and Undivided Profits over $65,000,000 - 


Total Resources over $675,000,000 








signature, the countersignature, 
the issuing bank and the 
Bankers Trust Company. 

In the last twenty years A. B. A. cheques 
have been used by many millions of people 
and more than a billion and a quarter dol- 
lars of cheques have been sold. Until the 
new cheques are in general circulation, the 
large size cheques which have been in cur- 
rent use for the past twenty years will un- 
doubtedly continue to be sold and presented. 
Bankers Trust Company is notifying banks 
that it will continue to honor these cheques. 


the name of 
certification of 


PROBLEMS INVOLVING STOCK RIGHTS 

In view of frequent problems involving 
stock rights the Prentice-Hall, Inc., organi- 
zation has perfected a Stock Rights Service 
which eliminates tedious research, uncertain- 
ties and time-taking mathematical computa- 
tions, ordinarily necessary in determining tax- 
able gain on sale of stock rights, sale of 
stocks on which rights have been issued and 
sale of stock acquired through exercise of 
rights. The service reduces these problems to 
a matter of elementary arithmetic. 


wane ll 


gay 


$2000 


OR ITS EQUIVALENT 


FIRST NATIONAL BANK, 
JOHNDOEVILLE, KY, 


COMPANY. 


REDUCED FACSIMILE oF A. B. A. TRAVELERS CHEQUES WHICH COMPARE IN SIZE TO NEW 
PAPER CURRENCY 
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PusB.ic [TRUST OFFICE 
oF New ZEALAND 


Established 1872 and Guaranteed by the State 


Value of Estates and Funds Under 
Administration on 31st March, 1929— 


$241 ,673,950 


HE Public Trustee of New Zealand ac- 
cepts appointment as Attorney or Agent 
of Executors and Administrators outside 


New Zealand for the purpose of resealing 
grants of administration or obtaining an- 
cillary grants to enable New Zealand assets 
to be dealt with. 


Trust and Agencies accepted for investment 
of funds in the Common Fund of the Public 
Trust Office. Capital and interest guaran- 
teed by the Dominion of New Zealand. wy 


Testators domiciled abroad may appoint the 
Public Trustee as trustee of their New 
Zealand estate. 


J. W. MACDONALD 


Wellington, Public Trustee 


New Zealan 





IN THE MATTER OF PREFERRED SHARES 


Preferred stocks often possess intrinsic fac- 
tors of safety and earning power which ren- 
der such securities acceptable for trust in- 
vestments and as indicated by the increas- 
ing volume of preferred shares embraced in 
trust estates and selected for investment 
where trustee has discretionary authority 
under will. 

Although preferred shares are entitled only 
to what is specifically granted to them, some 
customs have become fairly well established. 
In the United States nearly all industrial 
preferred shares bear cumulative dividends 
at the rates of 6 per cent, 7 per cent, and 
8 per cent, a great majority receiving 7 per 
cent. Just why these percentages should 
have been chosen is difficult to say. 


The preferred dividend may be either 
“cumulative” or “non-cumulative.” A cumu- 
lative dividend is one which carries over 
from year to year; that is to say, in case 
the profits are not sufficient to pay the full 
preferred rate in any given year, the unpaid 
dividends will remain as a prior claim to be 
paid in some succeeding year before divi- 
dends are declared on the common shares. 
Non-cumulative dividends give the preferred 








Connecticut Contact 
Headquarters 





HARTFORD - CONNECTICUT 
TRUST COMPANY 
Old State House Square 
Oldest Trust Company in Connecticut 


ARTHUR P. DAY 


/ NATHAN D. PRINCE 
Chairman, Board of Trustees 


President 








shares a prior claim for dividends each year; 
but in case these profits are not sufficient 
to meet the claims, or for other reasons 
dividends are not declared, no obligation 
rests upon the corporation to make up the 
deficiency in later years. 


At one time most preferred shares were 
non-cumulative. But as such they have been 
found unsatisfactory because of the conflict 
of interest between the common and the pre- 
ferred shareholders as to the payment of 
preferred dividends each year. It is obvi- 
ously to the advantage of the common share- 
holders to defer dividends on the preferred 
shares as long as possible, since the cumu- 
lating profits inure directly to the benefit 
of the common stock. It is a simple matter 
of accounting procedure to use whatever 
profits accrue to the corporation to increase 
assets and to pass preferred dividends, until 
sufficient profits have accumulated to pay 
equal dividends to both preferred and com- 
mon stock. There is plenty of opportunity 
not merely for unfair diversion of funds 
away from the preferred shareholders, but 
also for the expression of differences of opin- 


ion as to whether dividends are honestly 
withheld. 
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MAN HAS 
ALWAYS SOUGHT 


TO PROTECT 
HIS PROPERTY 


REPRESENTATION IN CHICAGO 


Management and Disposition of Local Real 
Estate for non-residents 


Ancillary Administration in Illinois 


Special Facilities for the handling of State and 
Federal Court Receiverships 


CHICAGO TATLE & TRUST COMPANY 


69 WEST WASHINGTON 


STREET 


Assets over $35,000,000 


No Demand Liabilities 





Protected Trust Investinents 





OFFICERS AND DIRECTORS OF FINAN- 
CIAL ADVERTISERS ASSOCIATION 


At the recent annual convention of the 
Financial Advertisers’ Association in Atlanta 
the following were elected officers and mem- 
bers of the board of directors for the ensuing 
year: President: <A. E. Bryson, Halsey, 
Stuart & Company, Chicago: first vice-presi- 
dent: F. R. Kerman, Bank of Italy, San 
Francisco: second vice-president: C. H. Me- 
Mahon, First National Bank, Detroit; third 
vice-president: H. A. Lyon, Bankers Trust 
Company, New York; treasurer: E. A. Hintz, 
Peoples Trust & Savings Bank, Chicago. 

Members of the board of directors are as 
follows: C. E. Bourne, Royal Bank of Can- 
ada, Montreal; F. E. Brockman. Northwest 
3anecorporation, Minneapolis; Frank Bur- 
rows, Irving Trust Company, New York; 
Julian M. Case, Bank of Michigan, Detroit; 
Frank Fuchs, First National Bank, St. 
Louis; Robert J. Izant, Central National 
Bank, Cleveland; H. Ennis Jones, Franklin 
Trust Company, Philadelphia; Jacob Kush- 
ner, United States Trust Company, Paterson, 
N. J.; A. Douglas Oliver, Provident Trust 
Company, Philadelphia; H. F. Pelham, Citi- 
zens & Southern National Bank, Atlanta; 


Ethel B. Seully, Morris F. Fox & Company, 
Milwaukee; I. I. Sperling, Cleveland Trust 
Company, Cleveland; Fred M. Staker, Com- 
merce Trust Company, Kansas City; Ray- 
mond Stanley, Old Colony Trust Company, 
Boston; Walter Tresckow, Central Hanover 
Bank & Trust Company, New York; C. H. 
Wetterau, American National Bank, Nash- 
ville. 

Members of Advertising Commission are: 
Guy W. Cooke, First National Bank, Chicago 
(1980); Carl A. Gode, Continental Illinois 
sank & Trust Company, Chicago (term ex- 
pires 1981): Alva G. Maxwell, Citizens & 
Southern National Bank, Atlanta (term ex- 
pires 1932). 


Cleveland has been officially selected as 
next year’s convention city of the American 
Bankers Association by the administrative 
committee of the organization. 

The Fair Lawn Trust & Savings Bank has 
been organized at Fair Lawn, N. J., with 
capital of $100,000 and surplus of $50,000. 
Nicholas A. Kuiken is president. 

The Louisville Bank & Trust Company of 
Louisville, Ky., recently opened its third 
downtown office in a favorable location oppo- 
site the court house. 
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In UTICA— 


Entering a 4th Decade of 


Banking and Trust Business 


Utica Trust & Deposit is Utica’s pioneer Trust 
Company and Utica is the trade center of the 
Mohawk Valley—the geographical heart of the 


Empire State. 


Utica Trust & Deposit Company offers its experi- 
enced services in the handling of business, banking 


or trust detail in Utica or its vicinity. 
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ROBERT MAYER 

The trust company fraternity of Philadel- 
phia mourns the recent death of Robert 
Mayer as one of the ablest authorities and 
most valuable educational leaders on mat- 
ters of trust administration. Mr. Mayer was 
assistant trust officer of the Provident Trust 
Company of Philadelphia and for many years 
associated with the trust department activi- 
ties of that company. He was active in 
directing educational courses and lectures on 
trust work in connection with the courses of 
the Philadelphia Chapter of the American 
sankers Association. He is also credited 
with authorship of the textbook on ‘Trust 
Functions,” adopted by the American Insti- 
tute of Banking and which is in use among 
hundreds of the local chapters of the Insti- 
tute. He was a member of the Engineers’ 
Club of Philadelphia and is survived by 
widow and three sons. 


GUARDIAN DETROIT AND UNION 

COMMERCE MERGER APPROVED 
At special meetings of stockholders of 
both Guardian Detroit Group, Ine. and Union 
Commerce Corporation, Detroit the proposed 
plan of merger of these two institutions was 
unanimously approved. In accordance with 





the foregoing action, immediate steps will 
be taken to consummate the merger. 

There will be affiliated with the Guardian 
Detroit Union Group a large number of fi- 
nancial institutions throughout the state of 
Michigan, the best known of which are: 
Guardian Detroit Bank, National Bank of 
Commerce, Bank of Detroit, Union Trust 
Company, Guardian Trust Company, Guard- 
ian Detroit Company, Keane, Higbie & Com- 
pany, Highland Park State Bank, Highland 
Park Trust Company, Union Industrial 
Bank, Flint, Union Industrial Trust Com- 
pany, Flint, Grant Rapids Savings Bank, 
Grand Rapids National Bank, Grand Rapids 
Trust Company, National Union Bank & 
Trust Company, Jackson, Peoples National 
Bank & Trust Company, Jackson, First Na- 
tional Bank & Trust Company, Kalamazoo, 
First National Bank & Trust Company, Port 
Huron, Federal Commercial & Savings Bank, 
Port Huron, Capital National Bank, Lan- 
sing, City National Bank & Trust Company, 
Battle Creek, City National Bank & Trust 
Company, Niles, and Plymouth United Sav- 
ings Bank, Plymouth. 

The capital assets of this new group of 
financial institutions approximate $70,000,- 
000, deposits are over $400,000,000 and the 
aggregate of resources exceeds $550,000,000. 
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alifornia 
Trust 
Company 


“A Permanent Trustee” 


629 SOUTH SPRING STREET 
LOS ANGELES, CALIFORNIA 


Trust Service Exclusively 


In constant contact with 
current business conditions 
within the state — whose 
name it bears — The Cali- 
fornia Trust Company of- 
fers a distinct service in 
all fiduciary matters. 
oe 
OWNED BY 


California Bank 


which with its affiliated institutions 
has combined resources of over 


130,000,000 





MINIMIZING “FLOAT” EXPENSE ON 
OUT-OF-TOWN ITEMS 

The Philadelphia National Bank has de- 
veloped an advanced efficiency and service 
in handling correspondent bank and out-of- 
town bank accounts. Its numerous bank cor- 
respondents are enabled to reduce “float” 
expense by converting out-of-town items into 
reserve in quick time and at low cost. The 
bank’s facilities reach all points in the Third 
Federal Reserve District as well as princi- 
pal cities and towns throughout the United 
States, in receiving remittances and advices 
of credit. 

The Philadelphia National Bank main- 
tains private telephone lines to the local tele- 
graph office and into New York City which 
avoids delay in making telegraphic trans- 
fers. The transit department of the bank 
operates with shifts covering twenty-four 
hours each day and all items are handled 
at par for correspondents, without charge 
for telegraphic transfers. 


LONSDALE EMPHASIZES RESPONSIBILI- 
TIES OF BANK LEADERSHIP 

The guest of honor at the recent sixteenth 

annual dinner of the Bankers Forum of the 

New York Chapter of the American Insti- 


COMPANIES 


Complete Trust Department 


Title Insurance 


Escrows 


We solicit your 
referred business. 


Capital and Surplus 
over $700,000.00 


Title and Trust 
COMPANY 


TITLE AND TRUST BUILDING ~ PORTLAND 
OREGON 


tute of Banking was John G. Lonsdale, presi- 
dent of the American Bankers Association 
and president of the Mercantile-Commerce 
3ank and Trust Company of St. Louis. 

The entire Administrative Council of the 
American Bankers Association, comprising 
bankers from various cities throughout the 
United States, attended the dinner at the 
Hotel Pennsylvania. Mr. Lonsdale, in his 
address, dwelt upon the changes in New 
York City since he was engaged in banking 
in New York and the incentives of the 
metropolitan life. Speaking of bank leader- 
ship he said in closing: 

“Banking of today faces many revolution- 
ary transformations. What disposition is 
to be made of the many problems, including 
chain systems, group operation, and branch 
banking, will depend in large measure upon 
our leaders; upon the students and the in- 
terpreters who can read accurately the signs 
of the times so that we may base future 
actions and hopes upon their wisdom. Let us 
hope that these 65,000 young men and women 
of the American Institute of Banking will 
realize that the quickest way to go to the 
top is to go to the bottom of things, ani 
that among them will be found many who 
will not only aspire to leadership but will 
be successful in reaching their coveted goal.” 
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Saves Worry 


The Stock Transfer Guide and 
Service is used by the leading transfer 
agents of the country to protect 
STOCK TRANSFER cup themselves in making transfers of 

AND SERVicR . stock, hence it shows the person de- 

: siring to have a transfer effected ex- 

actly what the transfer agent will 
demand. It shows you what waivers 
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io will be required for the transfer of 
gi = . 

ge any given certificate, and how to 
Hoe obtain them. It shows what other 


documents—such as copy of will, 
court order, etc.—will be required 
in any given case. It shows how to 
compute the inheritance taxes. Write 
for full particulars. 










THE, CORPORATION TRUST COMP 


SENS 


120 Broadway, New York, N. Y. 
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EQUITABLE TRUST CO. OF WILMING- 
TON, DEL., INAUGURATES TITLE 
INSURANCE DEPARTMENT 


The Equitable Trust Company of Wilming- 
ton, Del., recently opened a title insurance 
department, which is the first and only de- 
partment of the kind operated by a financial] 
institution of that State. The headquarters 
are in the main offices of the Equitable Trust 
Company at Ninth and Market streets. M. F. 
Judge, who has had broad experience, is 
inanager of the new department, assisted by 
W. W. Gilbert, formerly with one of the 
larger title companies of Philadelphia. The 
attorney for the department is Benjamin N. 
Brown. 






























The Equitable Trust Company is one of 
the pioneer trust companies in Delaware and 
was organized in 1889. The chairman of the 
board is Otho Nowland, who was for many 
years president and was succeeded severai 
years ago as president, by Francis V. du 
Pont. The company has been especially suc- 
cessful in administering estates and trusts. 






Redfield Proctor, president of the Proctor 





Trust Company of Proctor, Mass., has been BENJAMIN N. BRowNn 
elected a director of the National Shawmut — Who has been appointed Attorney of the newly established 
Bank, Boston. Mass Title Department of the Equitable Trust Co. of Wilmington, 


Delaware 
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Mercantile Trust Co. of Baltimore 


Established 1884 
Capital, Surplus, and Undivided Profits, $5,500,000. 


We Solicit Your Baltimore Account 


FRED. G. BOYCE, Jr., Vice-President 


A. H. S. POST, President 


PROPOSED MERGER OF NATIONAL CITY AND CORN 
EXCHANGE BANKS DECLARED OFF 


Plans for merger of the National City 
Bank of New York with the Corn Exchange 
Bank & Trust Company, recommended by the 
boards of directors last September, were nul- 
lified by failure of the requisite two-thirds 
of the stock to be voted in ratification by the 
stockholders of the National City Bank. This 
reversal was due to the fact that a severe 
decline in the market value of bank stocks, 
including the shares of the National City and 
Corn Exchange Banks, occurred during the 
interim between the time of arriving at terms 
of merger and the date set for the ratifica- 
tion by stockholders. This decline radically 
changed the aspect of values as compared 
with the basis of exchange and cash alterna- 
tives provided in the original plan. 

When the merger plans were first an- 
nounced in September the basis was to be 
an exchange of four-fifths of a share of Na- 
tional City stock for one share of Corn Ex- 
change stock. For the benefit of sharehold- 
ers who preferred not to make an exchange 
of stock a provision was recommended where- 
by the National City agreed to pay $3860 a 
share for Corn Exchange stock. On the 
eve of the meeting of the stockholders of 
the National City Bank the stock of that 
bank had declined from around $500 a share 
quoted in September to $305 to $325, while 
the market price of Corn Exchange stock 
declined from around $400 a share to $190 
to $220 during the same period. Inasmuch 
as shareholders of the Corn Exchange would 
doubtless prefer a cash payment of $360 a 
share as against a market value of around 
$200, the ratification of the original plan 
would have required the National City Bank 
to pay out $217,860,000 for the 605,000 shares 
of $20 par value Corn Exchange stock hav- 


ing a market value on the eve of the stock- 
holders’ meetings of only $114,950,000. At 
the meeting of the stockholders of the Na- 
tional City Bank, and as anticipated, the 
count of the tellers disclosed a majority 
of shareholders opposed to the original term 
of merger so that the deal fell through. Ef- 
forts to induce the Corn Exchange Bank in- 
terests to assent to an adjustment, based 
upon market changes, were unavailing. Inas- 
much as the plan was tentative and subject 
to stockholder approval, no legal complica- 
tions were involved. Chairman Charles E. 
Mitchell, at the stockholders’ meeting, de- 
clared that the failure of this merger will 
in no wise halt the plans of the bank for 
branch bank expansion. 


Announcement is made of the establishment 
of a new branch of the National City Bank 
at Fifth avenue and 13th street to be known 
as the Washington Square branch. This is 
the thirty-seventh branch of the National 
City in the metropolitan area of New York. 


The Bankers Trust Company of New York, 
in association with Thomas W. Lamont and 
Tennant Harrington, has been named as ex- 
ecutor in the will of the late Edgar Mills, 
a retired merchant, leaving an estate valued 
at $1,130,000 net. 

The Straus National Bank & Trust Com- 
pany of New York celebrates its first anni- 
versary with deposits of $17,952,000 and un- 
divided profits of $573,778. 

The Virginia Trust Company of Richmond, 
Va., reports banking resources of $8,505,776 
and trust funds of $45,000,000. Capital is 
$1,000,000 ; surplus, $1,500,000, and undivided 
profits, $404,444. 
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New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 









For over forty-five years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 
Capital Funds $32,000,000 


176 BroaDway 175 REMSEN STREET 
New York BROOKLYN 






















ELECTED VICE-PRESIDENT OF BANK OF 
AMERICA 
Edward W. Russell, formerly assistant 
vice-president of the Bank of America N. A., 
of New York, has been elected vice-president 
and will have supervision of the bank’s credit 
work. 















Mr. Russell was born in Chicago, Ill., and 
attended the University of Chicago and Co- 
lumbia University on scholarship. On leav- 
ing college he came to Wall Street and oper- 
ated a bank stock business; subsequently he 
Was associated for several years with the 
National Bank of Commerce. He was with 
Mills & Stewart, after that handling consid- 
erable commercial paper and doing an ex- 
tensive money brokerage business. He was 
later connected with the Bankers Trust 
Company of New York in their credit de- 
partment and did similar work with the 
Westinghouse Manufacturing Company. Fol- 
lowing his association with the Westinghouse 
concern he came to the Franklin Trust Com- 
pany as credit manager, the Franklin Trust 
Company being absorbed by the Bank of EpwarD W. RUSSELL 


A ica j ¢ Who has been elected Vice President of the Bank 
merica in 1920. of America, N. A., of New York 
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IMPORTANT TRUST COMPANY MERGER IN SYRACUSE, N. Y. 


Plans for the merger of the City Bank 
Trust Company with First Trust & Deposit 
Company of Syracuse, N. Y., have been com- 
pleted and the consolidation will be effective 
before the end of the year. By the terms 
of the agreement stockholders of the City 
Bank Trust Company will receive two and 
one-quarter shares of First Trust stock for 
each share of City Bank Trust stock held. 

The proposition for the City Bank Trust 
Company to join the Marine Midland Cor- 
poration’s group of banks was abandoned by 
the executive committee of the City Bank 
Trust Company in favor of merging with the 
First Trust. 

This 


merger gives Syracuse the largest 
bank in New York State outside of New 


York City and Buffalo. No previous merger 
in the banking history of central New York 
has approached the magnitude of the pres- 
ent proposed combination involving two 
banks with resources of approximately $110,- 
000,000 and serving the city through four- 
teen offices. Albert B. Merrill will continue 





ELMER T. ESHELMAN 


Former President of the City Bank Trust Co., who becomes 
Chairman of the Board of the First Trust & Deposit Co. 
of Syracuse, N. Y. 


as president of the First Trust and Elmer T. 
Eshelman, now president of the City Bank 
Trust, will become chairman of the board of 
directors of the larger institution. The per- 
sonnel of both banks will remain intact as 
far as possible. Mercer V. White will con- 
tinue as senior vice-president of the First 
Trust and C. Harry Sandford of the City 
Bank Trust will also become a senior vice- 
president. The City Bank Trust Company 
has outstanding at present 40,000 shares of 
stock and the merger will require that the 
present authorized stock of the First Trust 
& Deposit Company be increased from 180,000 
to 270,000 shares. 


The First Trust & Deposit Company, or- 
ganized in 1869, is the oldest trust company 
in Syracuse and one of the oldest in New 


York State. Since its organization it has 
absorbed the State Bank of Syracuse, the 


First National Bank, the Liberty National 
Bank & Trust Company, and the Third Na- 
tional Bank of Syracuse and the Eastwood 
Bank. The First Trust is also interested 
in the First Securities Corporation, an in- 
vestment affiliate. 





ALBERT E. MERRILL 


Who continues as President of the First 
Trust & Deposit Company of Syracuse, 
New York 
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GEORGE ARTHUR HURD 

George Arthur Hurd, president of the Mort- 
gage Bond Company of New York and chair- 
man of the board of the Mortgage Bond Title 
Corporation, who died at his home in New 
York on November 15th, was among the pio- 
neers in introducing the form: of mortgage 
bond securities which have found high favor 
among conservative investors. He was re- 
garded as one of the country’s foremost au- 
thorities on the refinements of real estate 
mortgage financing, having made exhaustive 
studies of systems employed in continental 
European countries. 

Mr. Hurd was born in New York City, Au- 
gust 20, 1869, the son of Melancthon and 
Clara Hatch Hurd. He was educated at St. 
Paul’s School, Yale University, from which 
he was graduated in 1890, and the Harvard 
Law School, from which he was graduated 
in 1893. He practiced his profession for a 
few years in Seattle, Wash., and returned to 
New York in December, 1902, as assistant 
secretary of the United States Mortgage & 
Trust Company. 

In 1905 he joined in forming the Mort- 
gage Bond Company of New York of which 


he was president for nearly twenty-five years. | 


He was a member of the University Club and 
of the Sea Bright Beach Club. He is sur- 
vived by his wife, Emily Gazzam Hurd, and 
four children. R. M. Hurd, president of the 
Lawyers Mortgage Company of New York, 
is a brother of the deceased. 


HENRY K. BECKWITH 

In Cleveland trust company and life un- 
derwriting circles the tragic death is mourned 
of Henry K. Beckwith, who recently lost his 
life in a fatal automobile accident while re- 
turning to Cleveland from a business trip 
to Akron. He was a member of the life un- 
derwriting firm of Phillips & Beckwith, 
which specialized in life insurance trusts. 
Mr. Beckwith was one of the first life under- 
writers in the Cleveland district to appre- 
ciate and take advantage of the opportunities 
of cultivating cooperative relationships with 
trust companies in the writing of life in- 
surance trusts. He has also contributed ar- 
ticles on the subject to Trust CoMPANIES. 

Mr. Beckwith was born May 12, 1898, at 
Norwich, Conn. In April, 1917, he enlisted in 
the American Army and served nineteen 
months. He was a member of the Chamber 
of Commerce, Western Reserve Society, Sons 
of the American Revolution, and was a 32d 
degree Mason and a Shriner. 
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ONE PROBLEM THAT NEED 
NEVER TROUBLE YOU... 





Many banks have standardized on La 
Monte National Safety Paper because 
some of their depositors insist on having 
checks made on this distinctive paper. 

And instead of maintaining a costly 
variety of different check papers, they 
thus give all their depositors the benefit 
of a much better check paper—at a 


decided saving in cost. 


From every standpoint La Monte National 
Safety Paper is the superior check paper. It is 
distinctive—rich—dignified. And it advertises 
your bank as a progressive institution, where- 
ever your depositors’ checks go. 

More, it lends itself to striking effects in 
design and color treatment for special checks. 
This is the standard in check papers—the 
choice of more than 60% of the nation’s pro- 
gressive banks. You—and everyone else—will 
identify it instantly by its wavy lines. George 
La Monte & Son, 61 Broadway, New York City. 


FREE—An unusual sample book of checks, 
M-17, made on La Monte National Safety Paper. 
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Mensestes Bank & Trust Company 


Worcester, Mass. 


Member Federal Reserve System 
ALVIN 7 DANIELS 


JOHN E. wat 

SAMUEL SPURR Vice-President 
CHARLES A. BARTON. Vice-Pres. and Tr. Officer 
BERTICE F. SAWYER Vice-President 
WARREN 8S. SHEPARD Vice-President 
ARTHUR C. GLASS..Vice-President and Actuary 


Deposits, over $34,000,000 


Asst. Treasurer 
Auditor 


Trust Funds, over $20,000,000 


Capital, Surplus and Undivided Profits, over $5,000,000 
WORCESTER’S LARGEST COMMERCIAL BANK 


JOHN HAROLD SEARS 

A career of rare devotion to high ideals 
in professional and private life came to a 
premature close when John H. Sears passed 
away recently, after three years of illness, at 
his peaceful little country home in Connecti- 
cut. As a member of the New York Bar he 
had the respect of members of his profes- 
sional as a foremost authority and as pos- 
sessing one of the keenest minds on corpora- 
tion law. As an author, especially on sub- 
jects dealing with fiduciary law, he con- 
tributed a number of notable and enduring 
works, including “Trust Company Law;” 
“Trust Estates as Business Companies,” and 
“Minimizing Taxes.” Readers of Trust 
CoMPANIES Magazine will remember him as 
for many years in charge of the legal de- 
partment of this publication and one of the 
most forceful writers on subjects dealing 
with legal phases of trust administration. 

Only two months ago there appeared in 
the September issue of this publication a 
review of the latest book by Mr. Sears en- 
titled “New Place of the Stockholder,” from 
the press of Harper Bros. The virility of 
treatment, the mass of valuable information 
and the mastery of latest economic develop- 
ments which characterized this book, be- 
trayed no indication that it was written on 
a bed of constant pain and of heroic but 
hopeless resistance to a fatal malady. It 
was the determination to finish this book 
which helped to sustain the fluttering vital 
spark and it was not long after “finis’” was 
written to the manuscript that Mr. Sears 
yielded the spirit. 

Mr. Sears was born forty-seven years ago 
in Elk Rapids, Ia., and after a preliminary 
education graduated with high honors from 
the law department of Yale University. His 
earlier years of practice were spent in Chi- 
eago and later he went to St. Louis, where 
he became associated the Corporation Trust 
Company of New York, as St. Louis repre- 





sentative. It was chiefly through this con- 
nection that Mr. Sears was attracted to 
New York where he became counsel for the 
Corporation Trust Company, a post which 
he continued to hold in advisory capacities 
even through his last three bedridden years. 
During his professional career he conducted 
the legal details of some of the most suc- 
cessful corportions and was frequently called 
upon to pass judgment upon intricate prob- 
lems of corporation law. He was also ac- 
tive in the reorganization of the New York 
Stock Transfer Association and in the for- 
mulation of the Stock Transfer Guide, the 
official publication of that association. 

The profound sense of loss felt by asso- 
ciates and of inany friends who were drawn 
to Mr. Sears by strong ties of affection and 
regard, brings with it the inspiration and 
memories of a noble character. His was a 
life of service and unselfishness. He prac- 
ticed a creed of loyalty, of tenderness and 
unfailing cheerfulness which leaves a _ heri- 
tage of fragrant memories to all his inti- 
mates. 


Walter K. Hardt, president of the Integrity 
Trust Company of Philadelphia, has been 
elected chairman of Group 1, Pennsylvania 
Bankers Association. 

The Irving Trust Company of New York 
announces the following appointments: As- 
sistant secretaries: Frederick Baker, George 
W. Boyd, Thomas E. Clements, Charles G. 
Gambrell, George A. Jacoby, James P. Keely, 
H. Miller Lawder, Nelson M. McKernan, Ed- 
mund §. Massel, Herman Schnapp and Wal- 
ter E. Seibert. Assistant resident counsel: 
Henry T. Hall and William A. Onderdonk, 
Assistant auditor: Walter G. Vogel. 

The Old Colony Trust Associates, affiliated 
with the Old Colony Trust Company of Bos- 
ton, have secured a substantial stock inter- 
est in the National Mt. Wollaston Bank of 
Quincey, Mass. 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


A National Standard for Short Term Investment 
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G MA C obligations have been purchased by a clientele 
of nearly 8,000 banks, insurance companies, institutions 
and individuals, the country over. Their rating, as a 
national standard for short term investment, reflects 
established public confidence in G M A C prestige. 


offered at current discount rates 
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IN CHARGE OF EUROPEAN TRUST BUSI- 
NESS FOR CITY BANK FARMERS 
TRUST COMPANY 

Announcement was made recently by the 
board of directors of the City Bank Farmers 
Trust Company, New York, of the election 
of Lawrence Slade as vice-president, in 
charge of European trust business. Mr. 
Slade, until Jan., 1928, was assistant man- 
ager of the National City Bank of New York 
office in Paris, France, and later was trans- 
ferred to the London City Branch of the 
National City Bank. His first business posi- 
tion was with the North American Trust 
Company in New York in July, 1902, follow- 
ing his graduation from Williams College. 

When that company was merged with the 
trust company of America Mr. Slade became 
head of the stock transfer department and 
later assistant secretary, and when the new 
company was in turn merged with the Equi- 
table Trust Company of New York he went 
to the latter institution as assistant secre- 
tary. In January, 1913, he was sent to 


France to take charge of the Equitable’s 
Paris Office and later was appointed gen- 
eral manager of all foreign branches of that 
company. 





PRINCIPAL 


- BROADWAY at 57TH STREET 


SURPLUS AND UNDIVIDED PROFITS 


CITIES 


-- New York City 








OVER $66,000,000 











During the war Mr. Slade became active 
in various Franco-American War Relief or- 
ganizations. Early in 1928 the French Gov- 
ernment bestowed on him the decoration of 
Chevalier of the Legion of Honor. He re- 
turned to the United States just after the 
war and later went back to Paris where 
he became a member of the National City 
organization in Paris. 

For many years Mr. Slade was a director 
of the American Chamber of Commerce in 
France and during the war took part in the 


financial arrangements for the American 
army. 





Stockholders of the National Bank of Ré- 
public in Chicago have ratified increase in 
capital from $10,000,000 to $10,500,000. 

At the annual meeting of the Connecticut 
Association of State Banks and Trust Com- 
panies, Allen H. Newton of the Hartford- 
Sonnecticut Trust Company was elected pres- 
ident; Robert D. Goddard of the Bridgeport 
Trust Company, vice-president; George BE. 
Somers of the Union New Haven Trust Com- 
pany, treasurer, and Walter E. Goddard of 
the Stratford Trust Company, secretary. 
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Our Paris Office— 


Place de la Concorde FW A2’ZZAAZ 


American Banks in Europe 


| iene Company’s eight European branches were 
established primarily for the service of American 
interests. These offices provide the obvious advantages 
which are the result of American handling of American 
business, of familiarity with conditions and methods here 
and abroad, and of exceptional organization facilities. 


The services of our banking correspondents, which 
are leading institutions throughout the world, are also 
available to our customers. We invite the inquiries of 
banks regarding ways in which they may utilize the ex- 
ceptional facilities afforded by us in the international 


banking field. 


Guaranty ‘rust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


CapritaL, Surptus anp Unpivipep Prorits MORE THAN $285,000,000 








New York 


EFFECT OF STOCK MARKET CRASH 

Cool judgment is necessary to estimate the 
probable effects of the sudden debacle in the 
stock market. Although somewhat more se- 
vere than others in our history, it came at a 
time when there was no inflation in com- 
modity prices, when merchandise inventories 
generally were moderate, when money rates, 
even in the worst days, remained steady at 
a fairly easy level, when gold supplies were 
of very large proportions, when New York 
banks were in a very conservative position, 
both in their loans and their investments, 
and when the Federal Reserve banks were 
buttressed by unusually strong reserves and 
able to extend full assistance. 

At the present moment it is well to re- 
member that our entire industrial equipment 
is intact, our railroads exactly the same as 
before, our constructive business leaders still 
in control and the ranks of our workers and 
their efficiency unimpaired. What has hap- 
pened is an unexampled revaluation of the 
paper securities that represent the legal and 
effective ownership of American business 
coneerns. The revaluation process has en- 
tailed a shifting of ownership on an enor- 
mous seale; but from the national stand- 
point our industries, as before, are owned 
by American investors who will share in the 
continued expansion of American industries. 


That there should be some undesirable 
economic sequels to the recent events is in- 
evitable. It is to be expected that some re- 
cession in business should follow after 4 
period of abnormal and record breaking ac- 
tivity. This means only a recurrence of cy- 
clical movements in industry and _ trade, 
which have been happening since early in 
our history. Whatever be the extent and 
duration of the business recession, a new 
upward movement will certainly take place. 
Spending, especially for luxuries, for a while 
will be more prudently conducted, and a more 
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sober sense of values will prevail. It is 
probable that interest rates will work lower 
and bond prices, after a brief transition pe- 
riod, will considerably improve.—(From 
Mid-Month Review of Irving Trust Company 
of New York.) 


RECORD VOLUME OF STOCK TRANSFERS . 
While the New York Stock Market seethed 
and labored recently under the daily heavy 
avalanche of stock liquidation, reaching one 
day the great total of 16,000,000 shares 
changing hands, the stock transfer depart- 
ments of New York trust companies and 
banks wrestled with their own tasks. Night 
and day shifts were needed to carry the 
heavy volumes of transfers, representing 
billions of value changing ownership. 

An example of the efficient operation of 
transfer departments is that shown by the 
Guaranty Trust Company. During the first 
ten days of November the transfer depart- 
ment of this company issued on transfers 
more than 282,000 certificates, or at the rate 
of more than 28,000 a day. There were also 
registered more than 356,000 certificates, or 
an average of more than 35,000 a day. On 
each day, with but one or two exceptions, 
all of the work of the Guaranty Trust Com- 
pany as transfer agent or registrar was com- 
pleted within the regular time set by the cus- 
toms of the market. 


TAXATION AFFECTING LIFE INSURANCE 

The City Bank Farmers Trust Company 
of New York has issued a valuable booklet 
on the subject of “Taxation Affecting Life 
Insurance.” The first part of this booklet 
is devoted to an explanation of the effect of 
the Federal income tax on life insurance; 
the second part is devoted to a discussion of 
the taxation of life insurance proceeds by 
the Federal Government and the states under 
their estate and inheritance tax laws. Sup- 
plementary information is given in the form 
of explanations, outlines and charts. 
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KINGS CouNTY TRUST COMPANY 


342, 344 & 346 Futon St., Borough of Brooklyn, City of New York 


Capital, $500,000.00 Surplus, $5,500,000.00 Undivided Profits $600,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
J. NORMAN CARPENTER, Vsce-President 


THOMAS BLAKE, Secretary 
ALBERT I. TABOR, Asst. Secretary 
CLARENCE E. TOBIAS, Asst. Secretary 


ALBERT E. ECKERSON, Auditor 








EQUITABLE TRUST STOCKHOLDERS AP- 
PROVE CAPITAL INCREASE 

At a recent meeting of the stockholders of 
the Equitable Trust Company of New York 
the plan of increasing capital recommended 
by directors, was approved. The stockholders 
likewise approved reduction in par value of 
shares, issuance of subscription rights for 
new shares and creation of a securities cor- 
poration subsidiary. Total capital funds will 
be increased from approximately $91,000,000 
to approximately $110,800,000 and an addi- 
tional $25,000,000 will be provided for capital 
of the securities corporation, which will be 
owned by stockholders of the trust company. 
The capital structure of the trust company 
will consist of $50,000,000 capital ; $55,000,000 


OLIVER G. LUCAS 


Who has been elected vice-president of the Equitable Trust 
Company of New York 





surplus and about $5,800,000 undivided 
profits. 

Each holder of three shares of Equitable 
Trust Company stock of $100 par value re- 
ceives twelve shares of new stock of par 
value of $20 and a warrant entitling him to 
receive four shares of $20 par value stock 
upon payment of $70 per shares. The period 
to exercise rights to new stock expires De- 
cember 7th. 

The Equitable Trust Company announces 
the election of Oliver G. Lucas as a vice- 
president. For the past six years he has 
been associated with the First National Bank 
of St. Louis and as vice-president has been 
more recently located in New York in charge 
of the local office of the First National Cor- 
poration of St. Louis. 


MURRAY HILL TRUST TO MERGE WITH 
BANK OF AMERICA 

Negotiations are being completed for merg- 
er of the Murray Hill Trust Company of New 
York with the Bank of America, N. A. The 
consolidated bank will have assets of about 
$500,000,000. The latest statement of the 
Bank of America showed resources of $457,- 
000,000 and the Murray Hill Trust reported 
$15,000,000. It is expected that exchange of 
shares will be on the basis of two shares 
of Bank of America for each share of Mur- 
ray Hill. 


Charles Summers has been appointed an 
assistant cashier, William H. Ward an as- 
sistant trust officer, and R. L. Armstrong an 
assistant secretary and assistant treasurer of 
the Commercial National Bank & Trust Com- 
pany of New York. 

George H. Howard, president of the United 
Corporation, has been elected a director of 
the Chase National Bank of New York. 

Albert C. Lehman has been elected a di- 


rector of the Pacific Trust Company of New 
York. 
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SALMON P. CHASE °* Secretary of the Treasury under LINCOLN 


Permanent Trust Service 


Always on duty 


That National Banks have } Through our Trust Depart- 
complete trust powers is ment, we serve individuals as 
not generally understood. trustee, executor, administra- 
The Federal Reserve Act tor, guardian. We serve cor- 
(as amended in 1918) enables porations as registrar and 
National Banks to exercise transfer agent of stocks and 

full fiduciary powers, i as trustee for bond issues. 
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Large capital resources and a perpetual charter 





VU Ue 


make for stability and permanence. 


THE 


CHASE NATIONAL BANK 
of the City of New York 


Pine Street corner of Nassau 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 
high confidence in which it is held. 


Our record of service, since 1858, over an extended period of years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 


The FIFTH THIRD IJNION TRUST ce 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 








MANUFACTURE 


RS TRUST COMPANY OBSERVES 25TH YEAR BY 


OPENING NEW HOME FOR EXECUTIVE OFFICES 


Coincident with beginning the twenty-fifth 
year of its notably successful career, the 
Manufacturers Trust Company opened a new 
office on Monday, November 18th at 55 Broad 
street, to which executive departments have 
been transferred and which will henceforth 
be the principal office of the organization, 
whose scope covers the entire metropolitan 
district. The new office was the former home 
of the Seaboard National Bank which re- 
cently was merged with the Equitable Trust 
Company. The building is one of the most 
ornamental and attractive in the lower Man- 
hattan financial district, is exclusively occu- 
pied for banking purposes and practically 
new in construction. In addition to execu- 
tive offices, the headquarter staffs of the in- 
vestment and foreign departments have been 
moved to the Broad street location from the 
former principal office at 1389 Broadway 
which will be continued as another unit in 
the company’s city-wide system of forty-six 
unit banking offices, each equipped with ev- 
ery type of banking, trust and allied serv- 
ices. 

The Manufacturers Trust Company enters 
upon its quarter of a century of service with 
eapital, surplus and undivided profits of 
$85,000,000 and resources of approximately 
half a billion dollars. The current statement 
shows no indebtedness to the Federal Re- 
serve Loan. Opening in 1905 as the Citizens 
Trust Company in Brooklyn with capital of 
only $500,000 and $125,000 surplus the Mann- 
facturers Trust Company is today the twelfth 
largest banking institution in the United 
States. The record growth and constantly 
broadening influence of the company, with 
its unit offices in all boroughs, is largely a 
tribute to the qualities and character of 
Nathan §. Jonas, the founder and for many 


years president, who recently relinquished 
that office for the chairmanship of the board 
and succeeded by Henry C. Von Elm as 
president. 

The Manufacturers Trust Company has 
been particularly successful in developing its 
system of unit banks, nearly all of which are 
housed in handsome quarters and buildings. 
The latest new building is that provided for 
the Sound View Unit in Bronx borough at 
1536 Westchester avenue, to which the office 
at 1510 Westchester avenue has been moved. 
The building is in Spanish style of archi- 
tecture and the interior design as well as 
equipment carried out in most modern as 
well as pleasing style. The safe deposit vault 
has a capacity of 200 boxes. William A. 
Dohrman is manager. 


THE EXECUTIVE OFFICES OF THE MANUFACTURERS 

Trust Co. oF NEw YorK at 55 Broap STREET, 

WHICH WasS FORMERLY THE HOME OF THE SEA- 
BOARD NATIONAL BANK 
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Trustworthy for 
Trust Funds 


EMPIRE BONDS are ideal 
for trust fund investments. 
They carry a strong guarantee 
as to principal and interest. 
They are independently trus- 
teed by a large bank or trust 
company and are legal for trust 
funds. Their unquestioned 
safety and liberal yield of 544% 
to 6% merit the favor of wise 
investors. 


Empire 


Empire Bond & Mortgage Corporation 
535 Fifth Avenue, New York 












New Orleans 


XXXV 


Municipal Coal Tipple 


The Dock Board Coal Tipple, 
(pictured above) located on the 
Mississippi River, convenient to the 
New Orleans wharf system, and 
costing more than $1,000,000, has a 
storage capacity of 25,000 tons, is 
equipped to serve three ships si- 
multaneously, and can load 1,000 
tons per hour. This service natural- 
ly facilitates to a marked degree 

the shipping of the Port. 


Hibernia Bank ©& Trust Co. 


NEW ORLEANS, U.S.A. 








GUARANTEED MORTGAGE CERTIFI- GUARANTY TRUST COMPANY NAMED IN 
CATES COMMAND FAVOR SEAMAN WILL 

The fading paper profits and hazards at- 
taching to stock speculation have brought 
into strong relief as favorable investments, 
the type of guaranteed mortgage certificates 
issued by the Lawyers Mortgage Company of 
New York. During the thirty-six years that 
this company has been in operation there has 
been no loss to any investor in these certifi- 
cates which at latest quotation net 5% per 
cent return, These certificates are especially 
adaptable to investment of trust funds for 
which they are legal and may be purchased in 
denominations of $100 to $100,000, with ma- 
tusities from three to five years. 


Specific bequests for charitable purposes 
amounting to $3,250,000 are provided for in 
the will of the late Lloyd W. Seaman, which 
names as executors and trustees the Guar- 
anty Trust Company of New York in asso- 
ciation with former Federal Judge Francis A. 
Winslow of Yonkers and Joseph D. Godfrey, 
who handled the testator’s personal affairs 
for many years. Mr. Seaman, who died re- 
cently in his New York apartment, was a re- 
tired stock broker and member of one of New 
York’s oldest families. His estate is valued 
at more than $5,000,000 and out of this come 
specific bequests of $1,000,000 each for the 
Salvation Army, the Roosevelt Hospital and 
the Charity Organization Society of New 
York, besides a number of other bequests. 
The residue of the estate is left in trust for 
the benefit of relatives. 





Carl J. Heiles has been promoted to the 
position of assistant secretary of the Manu- 
facturers Trust Company’s unit at 407 
Broadway, New York. 

John E. Bierwirth has been elected a vice- 
president of the New York Trust Company. 
Mr. Bierwirth was formerly a vice-president E. A. McLaughlin, formerly supervisor of 
of the Thompson-Starrett Company. Eric J. the brokerage department of E. A. Muller, 
Gluckstadt, formerly assistant treasurer, was has become associated with the insurance 
appointed an assistant vice-president of the trust division of Chatham Phenix National 
trust company. Bank & Trust Company, New York. 
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BANK OF MANHATTAN COMPANY EX- 
PANDS ORGANIZATION 

Stockholders of the Manhattan Company 
have approved plans for increasing capital 
from $22,250,000 to $26,000,000, and reducing 
par value to $20 per share, reorganizing the 
Bank of the Manhattan Company under new 
charter as the Bank of Manhattan Trust 
Company to take over the banking and trust 
business of the present Bank of the Man- 
hattan Company. Under this new arrange- 
ment the Manhattan Company, which was 
chartered in 1799, is to be a holding company 
and owner of all stocks of its constituent 
units, embracing the Bank of Manhattan 
Trust Company, the International Accep- 
tance Bank, Inc., and the International-Man- 
hattan Company, Ine. 


The Manhattan Company announces that 
its issue of 185,366 shares of additional $20 
par -stock to present stockholders at $120 
has been underwritten by a small group, 
which assures the increase of the capital 
stock from $22,500,000 to $26,000,000. 

The reorganization will permit the Man- 
hattan Company as a holding company, to 
participate actively in the movement toward 
group banking throughout the country and to 
acquire other holdings. Among such addi- 
tions now in contemplation is the New York 
Title & Mortgage Company and its affiliates 
the American Trust Company and the County 
Trust Company of White Plains. 

Stock of the Manhattan Company will 
bear par value of $20 a share. Rights to pur- 
chase new shares expire on December 34d. 


BROOKLYN TRUST COMPANY NEGO- 
TIATES FOR TWO BANKS 

Negotiations are reported to be in progress 
for purchase by the Brooklyn Trust Company 
of the Guardian National Bank of Brooklyn 
and of the State Bank of Port Richmond, 
Staten Island. The Guardian National has 
capital and surplus of $640,000 and the State 
Bank capital account of $400,000. If the 
plans are matured the Staten Island bank 
will be used as a branch as well as the 
Guardian National. 


Robert L. Lott has been appointed man- 
ager of the Broadway branch of the Brook- 
lyn Trust Company. He was formerly cash- 
ier of the Bushwick National Bank, now a 
branch of the Globe Exchange Bank. 


Joseph Chapman and the Irving Trust 
Company of New York have been appointed 
ancillary receivers in equity for the Foshay 
Company of Minneapolis, Minn. 
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The 
American 
Founders 
Group 


which has resources of 

over $200,000,000, 

includes four invest- 

ment companies of the 

general management 
type and 


American Founders 
CORPORATION 


BUSINESS ESTABLISHED 1922 


50 Pine Street, New York 











EXTENSION OF PRENTICE-HALL TRUST 
SERVICE 

Prentice-Hall, Inc., announce an important 
addition to its trust service in connection 
with a recent report containing a complete 
statement of the law of each state on the 
rights of creditors of the insured as to life 
insurance proceeds. Every state in the Union 
with the exception of Delaware, Rhode Island 
and Virginia has enacted a statute exempt- 
ing, in whole or in part, life insurance pro- 
ceeds from the claims of creditors. The 
statute of each state is now printed in full 
in the trust service. The court decisions of 
each state are digested. The provisions of 
the Federal Bankruptcy Act as to the rights 
of creditors to insurance proceeds are also 
presented, as are the decisions of the Federal 
courts construing the Bankruptcy Act. 





Stockholders of the American Founders 
Corporation have approved increase in cumu- 
lative first preferred shares from 600,000 to 
8,000,000 and common shares from 3,600,000 
to 30,000,000 shares. 

The Chelsea Exchange Bank of New York 
has changed its title to Chelsea Bank & 
Trust Company, following grant of trust pow- 
ers. 
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THE COLONIAL 


TRUST COMPANY 
—— PITTSBURGH, PA. == 


Trust Funds - - $27,000,000 


Capital, Surplus and Undivided Profits 
$6,900,000 


Total Resources - - $34,000,000 


CHATHAM PHENIX CORPORATION 
TAKES OVER NATIONWIDE 
INVESTMENT ORGANIZATION 


The Chatham Phenix Corporation, a subsid- 
iary of the Chatham Phenix National Bank 
& Trust Company of New York, has com- 
pleted negotiations whereby the corporation 
takes over the offices and personnel of the 
William R. Compton Company in New York, 
Boston, Philadelphia, Chicago, Milwaukee, 
Detroit, Des Moines, St. Louis, Cincinnati 
and Kansas City, and is now operating them 
as offices of the Chatham Phenix Corporation. 

Rollin C. Bortle, president of the enlarged 
Chatham Phenix Corporation, announces the 
appointment of the following: George F. 
Taylor, director of sales, New York; Theo- 
dore K. Ferry, sales manager, New York; T. 
Ira Walsh, manager foreign department, New 
York; E. Preston Brown, cashier, New York; 
Ellsworth M. Shafto, manager municipal de- 
partment, New York; Richard L. Weiden- 
bacher, sales manager, Philadelphia, and M. 
Jules King, auditor, St. Louis. 

The official staff of the enlarged company 
otherwise consists of Frederick L, Chapman, 
vice-president and secretary, New York; 
Charles H. Jones, vice-president, New York; 
Richard C. Noel, vice-president, New York; 
Herbert C. Hautau, assistant vice-president, 
New York; Harold E. Ryder, treasurer, New 
York; Robert J. Dunlop, assistant secretary, 
New York; Kevin Lyons, assistant vice- 
president, Boston; L. Paul Close, vice-presi- 
dent, Philadelphia; Joseph D. Murphy, vice- 
president, Chicago; Frank W. Bowen, assis- 
tant vice-president, Chicago; Marvin C. Leg- 
gett, assistant vice-president, Chicago; Eu- 
gene W. Sloan, vice-president, St. Louis; 
John R. Thomas, assistant vice-president, St. 
Louis, and Proctor M. Masters, assistant vice- 
president, Kansas City. 








thousand 
barriers 


against alteration! 


Every Todd Greenbac Check carries 
hidden beneath its handsome, intri- 
cately patterned surface more than a 
thousand defenses against the crook. 
Immediately, at the touch of acid or 
ink eradicator many impressions of the 
word ‘‘ Void” leap out, cancel the check 
and frustrate the forger. 


This feature prevents change of 
payee’s name, date and number, and 
the possibility of counterfeiting. 

Every sheet of Greenbac paper is 
registered and every step in the making 
of these checks is guarded to prevent 
the possibility of counterfeiting. They 
are never sold in blank sheets but are 
lithographed and printed only to in- 
dividual order—and they are delivered 
under seal to the customer. 


Todd Greenbac Checks are made of 
the highest quality paper and have the 
individuality of a personal bank note. 
Yet the price is moderate. Let a Todd 
representative in your city demonstrate 
the Greenbac. Or return the coupon 
for complete information. The Todd 
Company, Protectograph Division. (Est. 
1899.) Rochester, N. Y. Sole makers 
of the Protectograph, the new Super- 
Safety Checks and Todd Greenbac Checks. 








THE TODD COMPANY 
Protectograph Division 
1130 University Avenue, Rochester, N. Y. 


Please send me further information about 
Todd Greenbac Checks. 








TODD SYSTEM 
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JAMES A. FULTON ELECTED PRESIDENT 
OF HOME LIFE INSURANCE CoO. 

Announcement is made by the Home Life 
Insurance Company of New York that James 
A. Fulton has been elected president of the 
company, succeeding Ethelbert Ide Low, who 
has been president for the past six years, and 
who will continue active in the management 
as chairman of the board, Mr. Fulton was 
formerly vice-president of the Continental 
American of Wilmington, Del., and came to 
the Home Life in 1927 as superintendent of 
agencies. In May, 1928, he was advanced 
to agency vice-president and earlier this 
year was elected a director. 


Chatham-Phenix Corporation of New York 
announces that William N. O’Connor has be- 
come associated with the Philadelphia or- 
ganization and that he will represent the 
corporation in Central New Jersey. 


Mark B. Peck, formerly vice-president 
of the National Bank of Commerce of De- 
troit, has been appointed an assistant vice- 
president of the Bank of America National 
Association of New York. He will supervise 
banking and new business activities in the 
middle western territory. 


JAMES A. FULTON 


Elected President of Home Life Insurance Company 


of New 





or. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Capital 
5,000,000 
1,000,000 
2,000,000 
1 ,000,000 


American Trust Co 

Anglo-South American Trust Co 

Banca Commerciale Italiana Trust Co.... 

Banco di Sicilia Trust Co 

Bankers Trust Co 
6, 000, ‘000 
1,550,000 
8,000,000 

. 21,000,000 


Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co.. 
Chemical Bank & Trust Co 15,000,000 
City Bank Farmers Trust Co 10,000,000 
Corn Exchange Bank & Trust Co...... 12,100, 000 
Corporation Trust Co 
County Trust Co 
Empire Trust Co 
Equitable Trust Co 
Fidelity Trust Co 
Fulton Trust 


46,500,000 


90, 000, 000 
International Accept. Trust Co......... 


International Germanic Trust Co 
Interstate Trust Co 

Irving Trust Co 

Kings County Trust Co "500,000 
Lawyers Trust 
Manufacturers Trust Co 
Midwood Trust Co 
Murray Hill Trust Co 
New York Trust Co 
Plaza Trust 

Times Square Trust Co 
Title Guarantee & Trust 


13,900,000 
United States Trust Co 


2,000,000 


Surplus and 
Undivided 
Profits, 


$6,303,500 
801,600 
2,235,100 
2,000,000 
82,753,300 
14,240,000 
1,377,100 
23,115,700 
79,033,800 
21,317,400 
11,093,900 
22,804,200 
196,500 
4,807 400 
9,440,900 
45,238,500 
4,007,700 
3,491,800 
198,809,000 
1,660,900 
5,085,900 
3,311,000 
82,750,000 
6,237,900 
4,508,200 
57,958,300 
600,600 
1,893,600 
34,047,700 
1,048,300 
539,200 
24,498,700 
24,186,600 


Deposits, 


Sept. 27,1929 Sept. 27, 1929 


$48,996,100 
10,683,800 
22,214,100 
12,922,400 
529,296,700 
141,048,000 
25,106,400 
114,328,300 
529,534,000 
254,552,800 
63,249,600 
272,570,500 
128,100 
26,514,900 
78,525,700 
750,252,300 
55,984,500 
15,199,200 


1,268,630,500 


14,441,900 
17,029,500 
64,672,500 
514,544,200 
24,351,000 
22,281,400 
385,109,200 
10,607,300 
10,566,000 
254,781,700 
4,223,200 
4,635,700 
43,252,200 
75,335,100 


Bid Asked 


325 


6814 
130 
650 


"750 


300 

75 
245 
175 





ee Se 








Philadelphia 


Special Correspondence 


DESIGNATING STOCK DIVIDENDS AS 
PRINCIPAL 

Trust company interests in Pennsylvania 
propose to renew the demand for legislation 
which will clarify the judicial determina- 
tion, laid down in the Nirdlinger Estate case, 
as to the apportionment of extraordinary 
dividends, stock rights and proceeds of sales 
of stock, held in trust for life tenants and 
remaindermen. While the doctrine defined 
in the Nirdlinger case is regarded as sound 
in an academic sense, the trust companies 
find it difficult to apply the judicial formula 
in the administration of estates. 

At the last session of the legislature a will 
was introduced but failed of enactment 
which was intended to treat stock dividends 
as principal. The bill was worded as fol- 
lows: 

“All annuities and all payments of rents, 
income, interest, or dividends of any real or 
personal property directed by any will to 
be made during the lifetime of the benefi- 
ciary or for the life or lives of another per- 
son or persons or for a term of years shall 
like interest on money lent be considered as 
accruing from day to day and shall be ap- 
portion to the date of the death of such 
beneficiary or of such cestui qui vie or to the 
end of such term of years. Provided, That 
all stock dividends, liquidation dividends, 
conversion rights, rights to subscribe to stock 
and any other right given because of the 
ownership of stock as between the life tenant 
and remainderman shall be considered and 
treated as principal and not income unless 
the testator shall by his will otherwise di- 
rect and that the addition of any such 
stock dividend, liquidation dividend, conver- 
sion right, or any other right acquired be- 
cause of the ownership of stock to the prin- 
cipal of such trust as above provided shall 
not be deemed an accumulation of income 
within the meaning of this act.” 





PROTECTION OF REAL ESTATE AND 
PROPERTY OWNERS 

To protect and improve the real estate 
situation in Philadelphia a letter was re- 
cently addressed to all trust companies in 
this city, by President Philip N. Arnold of 
the Real Estate Board, requesting their co- 
operation in observing a policy of suspending 
calls for first mortgages or installments 
therefor, for a period of six months. Such 
action, which is in effect a moratorium, is 
declared to be justified in the interests of 
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property owners and stabilization of the real 
estate situation generally. In his letter to 
trust companies Mr. Arnold advised that the 
recommendation was the result of a confer- 
ence at which representatives of a number 
of trust companies were present. One of 
the immediate effects of a moratorium would 
be the reduction of sheriff sales of real es- 


tate and readjustment of the real estate 
market. 





EARNINGS OF PHILADELPHIA TRUST 
COMPANIES 

Comparison of the composite returns of 
the 62 trust companies of Philadelphia as of 
June 29th and of June 30, 1928, shows total 
net profits during the twelve months amount- 
ing to $20,102,288 and with average dividends 
paid, including extras, equal to 19.37 per 
cent. Combined capital is shown of $66,- 
662,894 with surplus and undivided profits of 
$174,891,088. Average market price of shares 
was 797 a share, affording a yield of 2.43 
per cent and average earnings on quotations 
equal to 3.80 per cent. Ratio of earnings to 
average capital was 30.15 per cent. 





ORGANIZATION OF INSURANCE TRUST 
ASSOCIATES 

Announcement is made of the organization 
of the Insurance Trust Associates of Phila- 
delphia, formed for the purpose of rendering 
a service in estate analysis and solving busi- 
ness insurance problems, under the direction 
of Joseph H. Reese. Associated with Mr. 
Reese are Stuart L. Sullivant, John F. Gar- 
diner, L. A. Morrow, John Richard Nygaard 
and S. B. Campion Wood. Offices are located 
in the Integrity Building. Mr. Reese is chair- 
man of the joint educational committee on 
life insurance trusts of the Corporate Fi- 
duciaries Association of Philadelphia and 


the Philadelphia Association of Life Under- 
writers. 





The fortieth annual financial statement of 
the Germantown Trust Company of Phila- 
delphia shows net earnings for the past fiscal 
year of $483,898 and with total assets of 
$29,912,000. Clarence C. Brinton is president. 

The Bala-Cynwyd National Bank has been 
merged with the Merion Title & Trust Com- 
pany of Norristown, Pa., under the title of 
the latter. 

M. W. Clement, a vice-president of the 
Pennsylvania Railroad, has been elected a di- 
rector of the Pennsylvania Company for In- 


surance on Lives and Granting Annuities, of 
Philadelphia, Pa. 
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WE KNOW 
PITTSBURGH 


The merger of the Peoples Savings 
and Trust Company of Pittsburgh 
and the Pittsburg Trust Company 
gives to the consolidated institution 
—known as 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


resources of over $80,000,000, with a 


Capital and Surplus account of 
$19,000,000. 


Correspondence invited concerning any 
phase of the Pittsburgh situation. 


PEOPLES - PITTSBURGH 
TRUST COMPANY 


Fourth Avenue and Wood Street 
Pittsburgh, Pa. 


The Oldest Trust Company in Pittsburgh 
EsTABLISHED 1867 





GIRARD COLLEGE AND ITS FOUNDER 

One of the most unique and successful 
developments in philanthropy and education 
is Girard College of Philadelphia. The in- 
teresting story of its establishment, its splen- 
did work and how it came to be founded by 
Stephen Girard, is related in a recent issue 
of The Girard Letter, published by the Girard 
Trust Company of Philadelphia and which is 
named after the great Philadelphia financier 
and philanthropist. 

Girard College was opened in 1848, seven- 
teen years after the death of its founder. 
Delay was caused by litigation over the will 
which provided an endowment of six millions 
of dollars for the college. The original 
plant consisted of ‘Founders Hall,” a beauti- 
ful Corinthian structure, which remains to 
this day one of the treasured examples of 
architecture. The success of the foundation 
is shown by the fact that under the supervi- 
sion of the Board of City Trusts, the college 
endowment fund has been increased to $77,- 
000,000, exclusive of six millions represented 
by present buildings. 

The purpose of the founder was to provide 
a home and education for “poor white male 
orphans,” with first preference for boys born 
in Philadelphia and next in order, for boys 


born in Pennsylvania, City of New York and 
New Orleans. Under court ruling the term 
“orphan” used in Girard’s will, has been 
broadly construed. Boys may enter the col 
lege at six years of age and until his grad- 
uation, usually at eighteen, the college pro- 
vides every essential of home, medical at- 
tention and education, fitting graduates for 
trades or financial positions. The college 
now has 1,528 students, which represents 
capacity. 


At the annual stockholders meeting of 
Germantown Trust Company, following di- 
rectors, whose terms expired, were re-elected : 
William G. Warden, Clarence M. Clark, Jo- 
seph Wayne, Jr., and Jacob S. Disston, Jr. 

Directors of the Industrial Trust Company 
and of the Textile National Bank of Phila- 
delphia, have voted to consolidate the two 
institutions under the name of the Industrial 
Trust Company. 

Directors of the Pennsylvania Trust Com- 
pany of Reading, Pa., have recommended an 
increase in capital from $1,000,000 to $2,000,- 
000. 

The York Safe & Lock Company has been 
awarded contract for vault installation by 
the Lincoln National Bank & Trust Company 
of Fort Wayne, Pa. 


NEW TRADING MARKET FOR SECURITIES 

A new securities market has been opened 
by the Commercial Exchange of Philadel- 
phia in the Bourse. Facilities have been pro- 
vided by the management for dealing in 
securities other than those listed on the 
Philadelphia Stock Exchange. Trading is 
limited to such members as qualify with the 
committee on securities adopted by the board 
of directors. Banks, trust companies, brok- 
ers and incorporated investment bankers may 
become associate members of the Commercial 
Exchange. 


Capital of the Bankers Trust Company 
of Philadelphia has been increased to $7,500,- 
000, following merger with Drovers and 
Merchants National Bank. 

Consolidation has been effected between the 
Union Trust Company and the Merchants & 
Farmers National Bank of Greensburg, Pa. 

The McKean County Trust Company of 
Bradford, Pa., reports resources of $6,553,- 
000 and deposits $4,882,000. 

Merger has been completed between the 
Belmont Trust Company and the Colonial 
Trust Company of Philadelphia, representing 
combined resources of $53,409,000. Wm. Ful- 
ton Kurtz is president. 





REAL ESTATE TRUST COMPANY CALLS 
IN PREFERRED STOCK FOR REDEMPTION 

Directors of the Real Estate Trust Com- 
pany of Philadelphia, at a recent meeting, 
voted to call as of November 1, 1929, all the 
outstanding preferred stock of the company. 
amounting to 18,116 shares of $100 par each, 
and leaving only common stock outstanding. 
Redemption was provided for by issuance of 
one share of common, par $100, for each 
share of preferred stock so redeemed, or at 
option of holder, by the payment of $100 in 
cash for each share of preferred so redeemed. 

President Samuel F. Houston, in a letter 
issued to stockholders, says: 

“Call of preferred stock was issued in con- 
nection with distribution of regular semi- 
annual dividends of $3 per share and extra 
dividend of $2 per share on preferred and 
common stocks, making a total of 8 per cent 
per annum paid on both classes of stock dur- 
ing the past year, which, under one of the 
provisions of the reorganization plan of 1906, 
makes the preferred stock now redeemable. 
That part of plan provided that the pre- 
ferred stock shall be redeemable at any 
time after, in any one year, dividends upon 
both preferred and common stock at the rate 
of S per cent per annum shall have been 
received by holders of both preferred and 
common stocks. It further provided that 
redemption shall be as the holder shall elect, 
either in common stock at par or in cash. 
Dividends on outstanding preferred stock 
shall cease to accrue as of November 1, 1929.” 

In letter to stockholders President Samuel 
F. Houston says: “Your board feels that all 
the stockholders are to be congratulated be- 
cause their company has now reached a posi- 
tion where there will be, as is the case with 
most other financial institutions, only one 
class of stock outstanding.” 


ACTIVITIES OF MARINE MIDLAND 
CORPORATION 

The Marine Midland Corporation, the hold- 
ing company which embraces a group of 
banks and trust companies in western New 
York, headed by the Marine Trust Company 
of Buffalo, is actively extending its scope 
of operations. The original sixteen banks in 
the group represented total assets of $465,- 
000,000. The latest institution to join the 
organization is the Power City Bank of Ni- 
agara Falls with resources of over $22,000,- 
000. The Marine Midland group serves over 
360,000 depositors. 

Announcement is made of the election of 
Arthur V. Davis and Paul A. Schoellkopf 
as directors of the Marine Midland Corpora- 
tion. Mr. Davis is chairman of the board of 





TRUST COMPANIES 






Statement of the Ownership, Management 
Circulation, etc., required by the Act 
of Congress of August 24, 1912, of 
TRUST COMPANIES, Published 
Monthly at New York, N. Y., for 
October 1, 1929 


State of New York \ es 
County of New York 4 

Before me, a Notary Public in and for the 
State and County aforesaid, personally appeared 
Christian A. Luhnow who, having been duly sworn 
according to law, deposes and says that he is the 
Publisher of TRUST COMPANIES and that the 
following is, to the best of his knowledge and 
belief, a true statement of the ownership, manage- 
ment (and if a daily paper, the circulation), etc., 
of the aforesaid publication for the date shown in 
the above caption, required by the Act of August 
24, 1912, embodied in section 411, Postal Laws and 
Regulations, printed on the reverse of this form, to 
wit: 

1. That the names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: 

Publisher, Christian A. Luhnow, 55 Liberty St., 

New York City, N. Y. 

Editor, Christian A. Luhnow, 55 Liberty St., 

New York City, N. Y. 

Business Manager, C. D. House, 55 Liberty St., 

New York City, N. Y. 


2. That the owner is 
Christian A. Luhnow, 55 Liberty St., New York 
City, N. Y., Sole Owner. 


3. That the known bondholders, mortgagees, 
and other security holders owning or holding 
1 per cent or more of total amount of bonds, mort- 
gages, or other securities are: None. 


CuRISTIAN A. LUHNOWw, Publisher. 


Sworn to and subscribed before me this 19th day 
of October, 1929. 


[Seal] DAVID G. McDANIEL 
County Clerk No. 207, Kings Co. 
Reg. No. 1114 
Commission expires March 31, 1931 








the Aluminum Company of America and di- 
rector in numerous other large corporations. 
Mr. Schoellkopf is chairman of the Buffalo, 
Niagara & Eastern Power Company; presi- 
dent of the Niagara Power Company and di- 
rector of a number of other large corpora- 
tions. 


The Ridgway National Bank of Ridgway, 
’a., has established a trust department in 
charge of E. G. Williams. 

C. L. Keister has been elected vice-presi- 


dent of the Dauphin Deposit Trust Company 
of Harrisburg, Pa. 


Pennsylvania is fourth among the states 
making the largest payments of internal rev- 
enue at the U. S. Treasury. For the past 
fiscal year Pennsylvania payments aggregated 
$237,576,656 of which $208,989,000 consisted 
of income tax payments. In payment of 
taxes on transfer of estates Pennsylvania was 


second to New York with payment of §$8,- 
959,408. 
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Boston 


Special Correspondence 
ANOTHER SUBSTANTIAL GAIN IN TRUST 
DEPARTMENT ASSETS 

Trust departments of Boston trust com- 
panies and national banks continue to regis- 
ter very satisfactory gains in the volume of 
both individual and corporate fiduciary busi- 
ness under administration. An increase of 
over $62,000,000 in trust department assets 
is indicated in the latest reports as of Octo- 
ber 4, 1929, as compared with the statements 
for June 29th, 1929, and bringing the ag- 
gregate to $591,141,438 as against $529,478,000 
last June. The extent to which such busi- 
ness has grown in recent years is shown by 
comparison with only $75,743,000 trust de- 
partment assets held in 1915. 

While over half a billion trust department 
assets, exclusive of corporate trusts, is a 
fair showing of growth, it must be admitted 
that as contrasted with trust figures in other 
large cities of the East and Middle West, the 
Boston trust departments still have plenty 
of latitude to expand their fiduciary busi- 
ness. Such expansion is reasonably certain 
to be at an increasing ratio now that tax 
handicaps and other handicaps have been 
removed. Of prime consideration is the fact 
that the public attitude is increasingly in 
favor of the corporate trustee and executor 
and that the professional trustee and execu- 
tor is yielding ground, although he has held 
on more tenaciously in Boston than in per- 
haps any other city in the country. Also the 
relations with members of the Bar are con- 
stantly improving, thanks to the splendid 
work of the corporate Fiduciaries Associa- 
tion of Boston and the code of ethics observed 
by local banks and trust companies in dealing 
with legal and advertising policies, 

Among the trust companies the bulk of 
trust department assets is held by four trust 
companies. The Old Colony Trust Company 
leads with $204,341,224, as compared with 
$175,250,000 reported October 3, 1928, an in- 
crease of over $29,000,000 during the last 
year. The Boston Safe Deposit & Trust 
Company follows with $185,228,664, as com- 
pared with $151,563,818 a year ago, a gain 
of $33,664,000. The New England Trust 
Company is third with trust assets of $116,- 
034,866, representing a gain of more than 
$29,000,000 during the past year. The State 
Street Trust Company, which has been com- 
ing up rapidly in this column, reports trust 
assets of $43,296,472, as compared with $31,- 
327,268 in October, 1928, showing increase 


Surplus 


$3,000,000 $3,500,000 


| 
| 
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Cordial Cooperation 
| in handling Boston 


and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Forsgs, President 
BOSTON, MASS. 


Member Federal Reserve System 





of nearly $12,000,000. The American Trust 
Company reports trust assets of $6,560,228, as 
against $4,512,000 a year ago, and the United 
States Trust Company $7,987,000. 

An interesting development is the growth 
of business by trust companies organized 
during the past two years by leading Boston 
private banking and investment houses. The 
Kidder Peabody Trust Company reports trust 
assets of $6,591,000; Lee Higginson Trust 
Company, $15,114,000; Day Trust Company, 
$1,720,655, and the latest new organization, 
the Harris, Forbes Trust Company, $752,000. 

The national banks of Boston which have 
been active in trust department activities 
likewise report excellent increase in volume 
of trust business. Notable success in this 
field has been made by the First National 
Bank, the trust business of which will soon 
be merged with that of the Old Colony 
Trust Company; the Atlantic National Bank 
and the National Shawmut Bank. 


Merger plans have been approved, embrac- 
ing the Worcester County National Bank of 
Worcester, Mass., the Second National Bank 
of Barre and the North Brookfield National 
Bank of North Brookfield. Each of the 
merging banks will retain their identity. 
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Undivided Profits . . 


Resources . .. . 
(From Report of Condition, October 4, 1929) 


You are cordially invited to use Central Trust Company of 
Illinois as a Chicago office for your bank at all times. 
give you the same services you would expect if you maintained 
your own office on LaSalle Street. 





FIRST NATIONAL’S COMMENT ON STOCK 
MARKET CRASH 

The First National Bank of Boston is quite 
optimistic as to the readjustments following 
the recent debacle in the stock market and 
in its current New England Letter says: 

“The crash in the Stock Market has so- 
bered sentiment, but business fundamentals 
remain sound. Credit resources are ample, 
with interest rates on the decline. The Fed- 
eral Reserve System as well as member 
banks are in a strong position. Corporations 
have large cash holdings. Industrial earn- 
ings for the first nine months of this year 
were the highest of any previous correspond- 
ing period. The purchasing power of the 
general public continues on the high level, 
although the recent break in the Stock Mar- 
ket may lessen the demand for luxuries. Fur- 
thermore, inventories with the exception of 
a few lines are on a conservative basis, and 
the trend of commodity prices has been grad- 
ually downward. In spite of unusual specu- 
lation in securities, our industries have been 
hard at work turning out more goods than 
ever before; the productivity of labor has 
shown a steady increase. Our railroads are 
operating at the peak of efficiency, with no 
evidence of congestion or delay. 
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“The constructive forces which have made 
America great—invention, labor-saving de- 
vices, great natural resources, chemistry, elec- 
tricity, and the like—are still at work. The 
Stock Market had apparently discounted 
these developments too many years ahead. 
There will be more of a tendency now, per- 
haps, to appraise more critically not only 
stock values, but also developments in in- 
dustry and trade.” 





KIDDER PEABODY TRUST COMPANY 

Among the more recently organized trust 
companies in Boston the Kidder Peabody 
Trust Company has acquitted itself with ex- 
ceptional success. The latest financial siate- 
ment shows increase in trust assets during 
the past twelve months frem $2,601,627 to 
$6,591,075. ommereinl department re- 
ports assets of $4,526,349, a gain of over one 
and a half million. Capital of the company 
is $500,000; surplus $100,000, and undivided 
profits of $155,543. 


Tue 





Through its women’s advisory committee 
the Newton Trust Company of Newton, Mass., 
is conducting the second series of lectures for 
women dealing with banking matters. 
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ANNUAL MEETING OF CORPORATE FIDU- 
CIARIES ASSOCIATION OF MAINE 

Fred F, Lawrence, vice-president of the 
Casco Mercantile Trust Company, was elected 
president of the Corporate Fiduciaries As- 
sociation of Maine at the recent annual meet- 
ing. Other officers named were: Vice-presi- 
dent, Earle McIntosh, vice-president of the 
Security Trust Company of Rockland; secre- 
tary and treasurer, Ralph A. Bramhall, vice- 
president of the Portland National Bank; 
members of the executive committee for 
three-year term, Albert P. Cushman, vice- 
president of the Merrill Trust Company of 
Bangor, and Homer T. Waterhouse, president 
of the First National Bank of Biddeford. 

Reuben E. Lewis, Jr., secretary of the 
Trust Company Division of the American 
Bankers Association, and Leon M. Little, Jr., 
vice-president of the New England Trust 
Company of Boston, were the speakers. An 
event of the evening was the presentation 
on the part of Mr. Lewis of a special badge 
to Roland E. Clark, vice-president of the Fi- 
delity Trust Company of Portland, from the 
Trust Division of the American Bankers As- 
sociation. In presenting the badge, Mr. Lewis 
announced that it was in recognition of Mr. 
Clark’s work in organizing the Corporate Fi- 
duciaries Association of Maine. 


Joseph T. Walker has been appointed vice- 


president of Shawmut Bank Investment 
Trust and Shawmut Association of Boston, 
Mass., affiliates of National Shawmut Bank. 

The Clinton Trust Company has been or- 
ganized and opened for business at Clinton, 
Mass. 

Nathan D Prince, president of the Hart- 
ford-Connecticut Trust Company, and former 
treasurer of the American Bankers Associa- 
tion, has been elected a director of the All 
American General Corporation. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 
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PAYMENT OF STOCK DIVIDENDS IN 
STOCK 

The Federal National Bank of Boston has 
adopted a policy of making all future divi- 
dends to stockholders payable in stock in- 
stead of cash. The avowed object is to in- 
sure that the stock of the bank will be placed 
in the hands of individuals instead of being 
purchased by other banks, trust companies or 
investment trusts. The plan is also designed 
to appeal to investors who are not so much 
concerned with dividends as they are with 
the appreciation of securities they purchase. 
The first stock dividend of 10 per cent was 
recently declared and stockholders have also 
approved a split-up in par value of stock 
from $100 to $20 per share with increase 
in capital to $1,650,000 


BANK CUSTOMERS AS STOCKHOLDERS 

In connection with the reduction of par 
value of its capital stock to $10 per share the 
management of the Central Trust Company 
of Cambridge, Mass., announces that it will 
pursue a definite policy of placing stock with 
customers. The plan is to secure a wide 
distribution among depositors so as to give 
real meaning to the bank’s slogan: ‘“‘An inde- 
pendent bank for Cambridge, owned by 
Cambridge folk and operated by Cambridge 
for the benefit of Cambridge.” 


Bankers Trust Company of New York has 
been appointed co-agent with Continental 
Illinois Bank & Trust Company, Chicago, IIL, 
for payment of Associated Telephone Utilities 
Company bond coupons, and registrar in 
New York for the common stock of Inter- 
national Rustless Iron Corporation. 

Harry L. Snyder has been elected presi- 
dent of the Citizens Trust Company of Get- 
tysburg, Pa., succeeding the late George S. 
Schwartz. 








Surplus and 
Undivided Profits Deposits, 
October 4, 1929 October 4, 1929 


Assets, 
Trust Dept., 
October 4, 1929 


ee of © a a $1,500,000 
NN 6 aes 3,000, 000 
Boston Safe Deposit and Trust Co 1,000,000 
Charleston Trust Co.. 200,000 
Columbia Trust Co 100,000 
Commerce and Trust Co 1,000,000 
Day Trust Co 2,500,000 
Exchange Trust Co 5 
Fiduciary Trust Co 

Harris Forbes Trust Co 

Jamaica Plain Trust Co 

Kidder Peabody Trust Co 

Lee Higginson Trust Co 

New England Trust Co 

Old Colony Trust Co 15,000,000 
State Street Trust Co 3,000,000 
United States Trust Co.................. 2,500, 000 


$2,867,255.75 $24,190,054.77 
3,172,197.50 24,259,263.78 
4,631,836.24 19,607,575.33 
72,014.91 1,066,149.35 
163,004.41 947,359.12 
408,623.85 4,959,454.40 $59,932.63 
307,717.60 1,060,862.71 1,720,655.71 
1,680,419.65 5,507,967.29 1,475,609.53 
89,676.41 250,000.00 501,217.51 
11,189.35 2,190,190.92 752,225.23 
96,261.21 1,606,330.19 103,919.49 
255,543.47 3,771,051.76 6,591,015.41 
671,115.25 10,984,614.17 15,114,943.19 
3,892,225.43 30,705,497.00  116,034,866.39 
19,773,885.78 160,758,590.06 204,341,224.81 
4,316,322.79 66,769,788.13 43,296,473.02 
3,587,228.69 16,722,898.59 7,987,135.74 


$6,560,228.03 
9,343,800.77 
18: 5,228,664.26 





SSF 


Chicago 
Special Correspondence 
PROPOSED STOCK CLEARING HOUSE 
ORGANIZATION 

Patterned after the operation of the New 
York Stock Exchange Clearing House, the 
governing members of the Chicago Stock Ex- 
change are formulating plans for a corpora- 
tion which will take over the work of clear- 
ing daily deliveries and purchases of stock. 
The need of such facilities has been empha- 
sized by the recent conditions and volumnous 
transactions in the stock with congestion 
largely due to the present archaic mode of 
each brokerage house making individual de- 
livery of stocks and bonds. Harvey T. Hill, 
assistant to the president, and Lester Falk, 
counsel for the Chicago Stock Exchange, re- 
cently visited New York to study the stock 
clearing house organization in that city. 

Another commendable development is the 
settlement of the feud which has existed be- 
tween the Chicago Stock Exchange and the 
local Board of Trade, consequent upon the 
policy of the latter to list and provide trad- 
ing in securities which are also listed and 
traded on the Stock Exchange. The latter 
has been opposed to the listing of stocks on 
both exchanges and agreement has been 
reached whereby both organizations pledge 
themselves not to list any security which is 
already listed on either exchange. 


CENTRAL TRUST COMPANY INTERESTS 
EXTEND STOCK HOLDINGS 


A substantial stock interest has been ac- 
quired in the Congress Trust & Savings Bank 
by interests associated with the Central 
Trust Company of Illinois in Chicago. It is 
understood that the capital of the Congress 
Trust & Savings Bank will be increased and 
that a well-known Chicago banker will be 
chosen to succeed Henry S. Henschen, who 
will become president of the Chicago Bank of 
Commerce now being organized. Sanford 
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Copyright, S. W. Straus & Co. 
Otis, vice-president of the Central Trust 
Company, and Robert H. McCormick and 
Fred A. Preston will become directors. 

The Central Trust Company also has a 
stock affiliation with the Terminal National 
Bank which will shortly open for business. 

Continued expansion of the corporative 
trust division of the Central Trust Company 
of Illinois has resulted from the stock mar- 
ket activity of the last few years. In order 
to facilitate the activity of the department 
in the transfer and registration of stock, an 
addition 4,000 square feet have been added 


to the trust quarters on the fourth floor of 
the company’s building. 


STATISTICAL SURVEY OF BANKING IN 
ILLINOIS 

During the period of four and a half years 
from January 1, 1925 to June 30, 1929, there 
has been a net reduction of 89 in the num- 
ber of state banks and trust companies in 
operation in the State of Illinois, reducing 
the total number to 1,414. During the same 
period there were issued 99 charters for new 
state banks and trust companies of which 
57 located in Chicago and Cook County and 
42 in down-state. 

Since January, 1925, there have been 34 
failures up to and including June 30, 1929, 
for which receivers were appointed—a pe- 
riod of four years and six months. During 
that time, however, there have been 103 
voluntary liquidations through sale of de- 
posit liability to neighboring banks, 25 other 
consolidations and 7 banks closed and re- 
opened under the same charter by replace- 
ment of capital stock. There were, in addi- 
tion, 26 banks which temporarily closed their 
doors but later sold their deposit liability 
to some nearby institution. 

Walter W. Head, president of the State 
Bank of Chicago, has been elected a director 
of the United States Shares Financial Cor- 
poration. 
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A FEDERAL CORPORATION 


Union Trust Company 


OF THE DISTRICT OF COLUMBIA 
Capital ° ° - $2, 000,000.00 
Surplus and Undivided Profits - 870,000.00 

OFFICERS 

EDWARD J. STELLWAGEN.........cccce0ee President 
GEorRGE E. HAMILTON...... Vice-President, Attorney 
and Trust Officer 

GEORGE E. FLEMING. Vice-Pres. and Ass’t Trust Officer 
myene T. SOARBEN. 5. os cnscccsicsccc Vice-President 
Epwarop L. HILLYER.V.-Pres. and 2d Ass’t Trust Officer 
Vice-President and Treasurer 

IRVING ZIRPEL..Secretary and 3d Asst. Trust Officer 
W. Frank D. HERRON..........Assistant Treasurer 
S. WILLIAM MILLER Assistant Treasurer 
G. ELMER FLATHER Assistant Treasurer 
Wituiam S. Lyons..............Assistant Secretary 


A. R. MARRIOTT ELECTED PRESIDENT 
CHICAGO TITLE AND TRUST COMPANY 


Important executive changes were made at 
a recent meeting of the board of the Chicago 
Title & Trust Company. A. R. Marriott, se- 
nior vice-president, who has been associated 
with the company practically during his en- 
tire business career, was elected president. 
He succeeds Harrison B. Riley, who has been 
elected chairman of the board of directors 
and continues his active participation in the 
affairs of the company, which he has headed 
for many years. 


The Chicago Title & Trust Company has 
maintained an exceptional record for earn- 


A. R. MARRIOTT 


Who has been elected President of the Chicago Title & 
Trust Company 


Ghe 
National Commercial Bank 


and Trust Company 
OF ALBANY.N. Y. 


Capital and Surplus $4,500,000 


Main Office, 60 STATE STREET 
Park Branch. 200 WASHINGTON AVE. 


ings and constant growth. The history of 
the company goes back to the abstract busi- 
ness conducted by Rees & Rucker in 1847, 
when Chicago was little more than a frontier 
town. This firm continued under various 
co-partnerships in building up a title busi- 
ness, when in 1901 a merger was consummat- 
ed of all the title companies in Cook County. 
During the past year of 1928 the gross earn- 
ings of the company amounted to $10,448,763 
and net profits $4,440,446. 


Mr. Marriott was born in Du Page County, 
Ill., in 1860, and became identified with the 
title and abstract business in 1875. He be- 
came vice-president of the Chicago Title and 
Trust Company in 1901. 


HARRISON B. RILEY 


Who becomes Chairman of the Board, Chicago Title 
& Trust Company 
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BRANCH BANKING ISSUE TO BE DECIDED 
BY THE PEOPLE 

The current issue of the official organ of 
the Illinois Bankers Association contains 
interesting comment by secretary M. A. Grait- 
tinger, apropos of unfounded statements said 
to have appeared in Eastern press reports 
to the effect that the Illinois Bankers Asso- 
ciation has endorsed proposed Congressional 
amendment which would authorize national 
banks to open branches throughout their own 
state and throughout the country. Secretary 
Graittinger denies that the Illinois Bankers 
Association has committed itself to such an 
amendment and quotes the resolution adopted 
at the last annual convention which unequiv- 
ocally voices the sentiment of the members 
against extension of chain or branch bank- 
ing. He says further: 

“There is a grave question as to whether 
the battle of principles will be decided finally 
by the banks. Will not the people have some 
say? On the one hand, the public will per- 
ceive that the safety of deposits is at stake. 
On the other hand, there is the question of 
credit policy. No community in the United 
States has advanced except through proper 
and judicial use of credit, extended through 
the local bank. ‘Those communities which 
have not progressed have failed because of 
the lack of such facilities. Local business 
does not look favorably or kindly toward 
the concentration of financial power as this 
has been demonstrated time and again to 
have a tendency to further the interests of 
business and individuals near the location 
of concentration, to the detriment of similar 
interests at the source of the production of 
wealth.” 


CONDITION OF CHICAGO TRUST COMPANIES 


Capital 
Boulevard Bridge Bank $500,000 


*Central Trust Co. of Illinois............ 12,000,000 
Continental Illinois Bank & Trust Co... ..75,000,000 
Eg OTS a a en eee ae 350,000 
+First Union Trust & First National...... 32,500,000 


Foreman Nat. Bk.-Foreman Tr. & Savs.. 8,000,000 
MOMRNANCERIN) NAIM csi c1e,@ 6:'0'.50.414 60) 9'4 bre ar are ole 300,000 
SS ee Se ee eed ae 300,000 
OSE NS ea eee ee 6,000,000 
Ey ae ee a ee 600,000 


National Bank of the Republic........... 10,000,000 
Northern Trust 


RM seE Tore careers Twie Ta ataveia savas arose 2,000,000 
SESS Co ot 
CPO PRUB Gonos do eeisisscesscaccwacess LOGO Ge 
Binte Bank of Chicago...........660..60 5,000,000 
Union Bank of Chichgo.........6s.6cccss 1,000,000 
NIE RMNET RING aio a 05555;0,G 0 10415 'n ecadie 6a) 0 1,000,000 


Woodlawn Trust 


*Central Trust Bank value does not include Securities Co. 


+Stock owned by First National Bank. 
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BANK TO REFUND FEES FOR EDUCA- 
TIONAL COURSES 

Recognizing that educational background 
is good for the bank as well as for the em- 
ploye, the Continental Illinois Bank and 
Trust Company has announced that it will 
refund to any employe of that institution 
and its subsidiaries, who satisfactorily com- 
pletes any approved educational or school 
course, the entire amount of fees. Such fees 
are not to be in excess of $15 and if the 


amount is over that figure the bank will 
pay one-half of the excess. To secure re- 


fund approval of the course must first be 
obtained from a designated officer of the 
bank and a written statement must be pre- 
sented upon the conclusion of the course, that 
it has been satisfactorily completed. 





The largest investment trust thus far or- 
ganized in Chicago was formed recently when 
the Insull interests launched the $80,000,000 
Corporation Securities Company. 

The Northern Trust Company, the seventh 
Jargest bank in Chicago, has the distinction 
of being the only local bank in existence 
since 1889 which has not been a party to 
mergers or consolidations. 

W. C. Miller, vice-president of the trust 
department of the State Bank of Chicago, re- 
cently addressed a combined meeting of the 
Minneapolis Trust Officers’ Association and 
the Life Underwriters of St. the 


Paul on 
subject of life insurance trusts. 





The population of the metropolitan area 
of Chicago increased 67,500 during the first 
half of this year, making total inhabitants 
of 4,594,000, embracing suburbs. 


Surplus and 


Undivided 
Profits, Deposits, Book Bid Asked 
Oct. 4,1929 Oct. 4,1929 Value 
$555,322 $12,724,644 211 Spee wave 
11,108,916 156,144,386 193 410 420 
69,274,684 880,675,474 192 720 735 
863,355 7,763,892 347 : ae 
41,756,918 490,123,600 228 715 725 
10,943,434 113,362,916 237 775 790 
778,465 3,358,000 359 ain ae 
775,654 2,768,199 358 ‘ee Py ax 
6,830,478 88,378,360 214 840 860 
534,738 11,529,156 189 alt Sas 
8,874,400 148,728,111 38 an pes 
6,591,310 57,727,969 430 760 780 
1,504,000 27,700,000 160 500 515 
535,740 11,259,760 154 oe ae 
9,191,258 65,601,016 284 775 790 
1,420,612 9,306,955 243 345 355 
615,207 12,924,840 162 te ee 
475,896 8,867,245 179 ne 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 


ADAPTABILITY OF ACCEPTANCE AS 
SECONDARY RESERVE 


Governor. William McChesney Martin of 
the Federal Reserve Bank of St. Louis, made 
a strong argument in favor of more active 
purchase of bankers’ acceptances as a de- 
sirable secondary reserve for banks, in the 
course of a recent address before a bankers’ 
convention. He said in part: 

“So far as I know, in the last nine or ten 
years when acceptances have been used and 
with a billion and a half now outstanding, 
there has never been a dollar lost, and there 
should not be, because the credit standing 
of the drawer is good. The bank that ac- 
cepts it, in order to have a market through- 
out this country and abroad, must be a 
well established bank, and the other bank 
that indorses it is doubtless a strong bank. 
I sometimes wonder why bankers keep money 
on deposit at 2 per cent and 2% per cent, 
when there is the possibility of purchasing 
bankers’ acceptances, in the open market, 
giving a rate of approximately 5 per cent, 
and a piece of paper that is of short ma- 
turity and which banks can hold in their 
portfolios until it matures. If the bank does 
not care to hold it until maturity, it can 
be sold in the open market; or, it can be 
rediscounted. In selling it you can do it 
in one of two ways. You can take the un- 
indorsed bill and put your indorsement on 
it when you go to sell it, and it will bring 
a higher rate; or you can sell it without 
putting your name on it at all. In an effort 
to be helpful to the banks, I am suggesting 
this possibility, and it is worth your thinking 
about and looking into.” 


COOPERATIVE BUYING BY FARMERS 

While most of the discussion relative to 
proposed farm relief legislation concerns it- 
self with cooperative marketing, tariffs and 
handling of surplus crops, it is not generally 
known that cooperative purchasing by 
farmers has assumed substantial proportions. 
A recent report of the Division of Coopera- 
tive Marketing of the U. S. Department of 
Agriculture shows 10,803 active farmers’ co- 
operative associations. Nearly half these 
associations reported making cooperative 
purchases for their members. In 1927, 
farmers’ associations cooperatively pur- 
chased feed, seed, fertilizers, containers, and 
other supplies valued at more than $300,000,- 
000. Two farmers’ business organizations in 
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that year each handled a total cooperative 
purchasing business in excess of $10,000,000, 
and another handled approximately $7,800,- 
000 of cooperative purchasing. Half a dozen 
or more associations each did a cooperative 
purchasing business in excess of a million 
dollars. 


CORPORATE FIDUCIARIES ASSOCIATION 
ORGANIZED IN KANSAS CITY 

The latest recruit to the rapidly increasing 
ranks of Corporate Fiduciaries Associations 
organized in leading cities throughout the 
country is the Kansas City (Mo.) Fiduciary 
Association. W. O. Thomas, vice-president 
and trust officer of the City Bank of Kansas 
City, has been elected president. 

One of the first problems to which the 
association will address itself will be the 
matter of securing greater uniformity and 
adherence to fee schedule for trust services. 
Arrangements have been made for an inaugu- 
ral dinner on December 10 at which John C. 
Mechem, vice-president of the First Union 
Trust & Savings Bank of Chicago, and presi- 
dent of the Trust Company Division, Ameri- 
can Bankers Association, will be the prin- 
cipal speaker. 
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Dittsburgh 


Special Correspondence 


FORTIETH ANNIVERSARY OF UNION 
TRUST COMPANY OF PITTSBURGH 

The Union Trust Company of Pittsburgh, 
which for many years had the distinction 
of accumulating the largest surplus account 
of any trust company in the United States, 
recently completed its fortieth year of serv- 
ice. Among its founders and former direc- 
tors is the present Secretary of the Treasury, 
Andrew W. Mellon. 

The title of the company was subsequently 
changed to Union Trust Company. The com- 
pany was incorporated in 1889 as the Union 
Transfer & Trust Company, with Andrew W. 
Mellon as president. The capital was $290,- 
000. But two of the original directors, Sec- 
retary Mellon and John Walker, former 
chairman of the Carnegie Steel Company, 
Ltd., survive. James S. McKean, who had 
been postmaster of Pittsburgh, succeeded 


Mellon as president and upon McKean’s 
death in 1899, H. C. McEldowney, who then 
was assistant cashier of the Pittsburgh Na- 
tional Bank of Commerce, was elected presi- 
dent and has continued in that office without 
interruption. 





































H. C. McCELDOWNEY 


President of the Union ben Company of Pittsburgh 
since 1889 
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CTS in all trust capac- 
ities. Trust accounts 


managed agéregate more 
than $190,000,009. 


APITAL,Surplusand 

undivided profits 
more than $9,000,000. 
Handles checking ac- 
counts of corporations, 
firms and individuals. 
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At the time Mr. McEldowney became presi- 
dent deposits amounted ee about $5,000,000. 
They now are $134,465,7 Individual trust 
funds amount to $3: siplan Capital is 
$1,500,000 ; surplus and undivided profits over 
$56,000,000. 


CITIZENS & SOUTHERN NATIONAL 
ACQUIRES ANOTHER BANK 


Announcement is made by William Mur- 
phey, president of the Citizens & Southern 
National Bank of Atlanta, Ga., that the Citi- 
zens & Southern Holding Company, which is 
owned by the stockholders of the Citizens & 
Southern National Bank, has purchased 
practically the entire capital stock of the 
Thomaston Banking Company, located at 
Thomaston, Ga., and will operate that in- 
stitution as a Citizens & Southern unit as 
soon as details can be worked out. 


The Thomaston Banking Company has a 
capital and surplus account of approximately 
$240,000 with a deposit account of substan- 
tially more than $1,000,000. R. E. High- 
towner, Jr., is president of the Thomaston 
Banking Company ; James R. Atwater is vice- 
president, and J. C. Jones is cashier. 
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GENERAL MOTORS’ FINANCIAL 
STATEMENT 

Net earnings of General Motors Corpora- 
tion, including equities in the undivided prof- 
its of subsidiary and affiliated companies not 
consolidated, for the nine months ended Sep- 
tember 30, 1929, amounted to $222,848,335. 
This compares with $240,534,618 for the cor- 
responding period a year ago. After deduct- 
ing dividends on preferred and debenture 
stocks amounting to $7,056,200, there re- 
mains $215,792,135, being the amount earned 
on the common shares outstanding. This is 
equivalent to $4.96 per share on the common 
stock as compared with $5.37 per share for 
the first nine months of 1928 calculated on a 
comparable basis. 

Earnings for the third quarter, including 
equities, totaled $70,988,025 as compared 
with $79,266,639 for the third quarter of 
last year. After deducting dividends on pre- 
ferred and debenture stocks amounting to 


$2,352,364, there remains $68,635,661 appli- 
cable to the common stock. This is equiva- 
lent to $1.58 per share on the common stock 
as compared with $1.77 per share for the 
corresponding quarter of 1928 calculated on 
a comparable basis. 

For the nine months ended September 30th, 
retail sales by General Motors dealers to 
users were 1,581,960 cars, compared with 
1,576,708 cars in the corresponding period 
of 1928. General Motors sales to dealers 
for the nine months totaled 1,675,964 cars, 
compared with 1,606,902 cars for the first 
nine months of 1928. 


Thomas B. McAdams, executive vice-presi- 
dent of the State-Planters Bank & Trust 
Company, Richmond, Va., has been elected 
chairman of the Centennial Committee of 
One Hundred, organized at the University of 
Richmond to celebrate the 100th anniversary 
of the founding of the college. 





CONDITION OF ST. LOUIS TRUST COMPANIES 


Mississippi Valley Merchants State Trust Co 
Lafayette-South Side Bank & Trust Co 





Surplus and 
Capital Undivided Profits Deposits 
October 4, 1929 October 4, 1929 October 4, 1929 
$2,000,000.00 $1,380,198,25 $26,658,742.42 
10,000,000.00 7,916,290.03 121,522,891.87 
6,000,000.00 3,811,787.14 74,895,041.20 
1,733,055.30 24,583,669.74 





CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 
Undivided 


Capital 


American Security & Trust Co.. . . $3,400,000 
Continental Trust Co 1,000,000 
Merchants Bank & Trust Co...... 1,000,000 
Munsey Trust Co 2,000,000 
National Savings & Trust Co 1,000,000 
Union Trust Co 2,000,000 
Washington Loan & Trust Co..... 1,000,000 


Profits, 
Oct. 4, 1929 
$4,015,115.78 
264,630.09 
312,813.59 
1,290,567.26 
3,089,174.57 
1,266,796.17 
2,505,058.87 


Par 


100 
100 
100 
100 
100 
100 


Deposits, 
Oct. 4, 1929 
$30,497,762.32 
2,790,747.19 
8,364,002.24 
4,742,287.25 
11,800,430.92 
9,740,607.27 
14,141,155.04 


Bid 
420 
13314 
130 


Asked 
460 

"14014 

"550 
300 
525 


Figures furnished by The Washington Loan & Trust Co. 
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Cleveland 


Special Correspondence 


MERGER OF CLEVELAND TRUST WITH 
PEARL STREET SAVINGS EFFECTIVE 
The Cleveland Trust Company has placed 

itself in a still more advantageous position 
in providing banking and allied services to 
the people of Cleveland and vicinity by its 
merger with the Pearl Street Savings & Trust 
Company, which became effective on October 
26th, following ratification by stockholders. 
Capital and surplus have been increased to 
approximately $23,000,000 and combined re- 
sources of $330,000,000 with deposits of about 
$295,000,000. Terms of consolidation provid- 
ed for a 20 per cent stock dividend to stock- 
holders of the Pearl Street Savings with 
share for share exchange of Cleveland Trust 
stock. As a result of this alliance the Cleve- 
land Trust Company now has 58 offices scat- 
tered through three Ohio counties. 

Seven officers and directors of the Pearl 
Street have been added to the board of the 
Cleveland Trust Company. They are: 
Charles D. Gentsch, A. F. Humel, former 
president of the Pearl Street, Frank D. John- 
son, George O. Keeley, Wm. A. Rounds, J. A. 
Smith and Henry W. Stecher, former chair- 
man of the board of the Pearl Street. The 
following Pearl Street officers have been add- 
ed to the official staff of the Cleveland Trust: 
Vice-presidents—Henry W. Stecher, A. F. 
Humel, Fred J. Greiner; assistant vice-presi- 
dents—E. J. Franke and Elmer C. Gehring; 
Trust officer—Ralph McOuat ; assistant treas- 
urers—Walter T, Young, Harvey J. Webster, 
J. H. Kapl and Lorenz E. Stockhaus; assis- 
tant secretaries—H. F. Brandt, W. E. Shep- 
herd, Harold Busch and O. L, Rieder; assis- 
tant trust officers, Erwin W. Senghas and 
John §S. Lucas; assistant auditor Roy B. 
Price. 

Eighteen members of the board of the Pearl 
Street have been added to the Cleveland 
Trust Company’s West Side advisory commit- 
tee. They are: W. C. Astrup, C. F. Bues- 
cher, W. L. Bryans, Harry Decker, P. J. 
Haas, C. R. Hildebrandt, A. P. Hoffman, 
Charles Honecker, W. S. Kees, Prokop Kirk- 
endorfer, Matthew Koblenzer, O. F. Leopold, 
N. O. Newcomb, M. L. Ruetenik, Julius 
Spang, Dr. Robert M. Stécher, John R. Teu- 
fel and M. C. Teufel. 

The four Pearl Street offices will continue 
in charge of the same personnel as at pres- 
ent. These four branches are located at West 
25th street and Clark avenue, Clark avenue 
and West 50th street, Pearl and Broadview 
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Roads, Lorain avenue and Triskett road. A 
new building to house the West 25th street 
office is nearing completion and is expected 
to be ready for opening about Christmas 
time. 


W. S. Goff, assistant treasurer, son of late 
Fred H. Goff, for many years head of Cleve- 
land Trust Company, has been named man- 
ager of Cleveland Trust Company’s branch in 
the new Medical Arts Building of Union Ter- 
minals group. 


Edward B. Follett, Marietta attorney and 
former judge of the Common Pleas Court in 
Washington County, has joined the legal de- 
partment of the Cleveland Trust Company. 

The management of the Central National 
Bank of Cleveland mourns the death of its 
vice-president, Louis J. Cameron, who became 
associated with the bank thirty-nine years 
ago. He resigned as vice-president last 
September, but remained as a member of the 
board of directors. 


W. L. Timmons has succeeded the late 
Eugene F. O’Neal as president of the Zanes- 


ville Bank & Trust Company of Zanesville, 
Ohio. 
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MERGER OF CENTRAL NATIONAL WITH 
UNITED BANKING AND TRUST 

Svidencing loyalty to the national bank- 
ing system the stockholders of the Central 
National Bank and of the United Banking 
& Trust Company of Cleveland have ratified 
plans for consolidation of the two institu- 
tions under the national banking charter of 
the former. This action is significant in 
view of the preponderance of banking power 
in Cleveland commanded by trust companies. 
Moreover, the Central United National Bank, 
as the combined institution is to be known, 
will have the distinction of being the largest 
national bank in Ohio with resources in ex- 
cess of $100,000,000, capital of $5,000,000, 
with par value of stock at $20 per share; 
surplus $3,500,000 and undivided profits in 
excess of $1,250,000. 

As subsidiary there is the Central United 
Company, a continuation of the Central Na- 
tional Company organized by the Central 
National Bank last February, with increase 
in capital from $1,000,000 to $2,500,000. The 
stockholders of the United Bank, under the 
approved plans of merger, participate in 
ownership of capital of the securities com- 
pany upon the same basis as the Central Na- 
tional stockholders. 

Corliss E. Sullivan, who succeeded his 
father, the late Col. J. J. Sullivan, as presi- 
dent of the Central National, will become 


CorLiss E. SULLIVAN 


Who will be Chairman of the Board of the Central United 
National Bank 


TRUST COMPANIES 


chairman of the board of the Central United 
National Bank, and Arthur H. Seibig, who 
headed the United Bank, will be president. 
Both banking institutions have splendid tra- 
ditions, the Central National dating its or- 
ganization since 1890 and the United Bank 
beginning business in 1886. The merger 
gives the Central United National six favor. 
ably located offices on both sides of the Cuya- 
hoga River. 


GUARDIAN TRUST’S QUARTER CENTURY 
CLUB 

H. C. Robinson, senior vice-president; L. J. 
Kaufman, vice-president, and Frank G. Stu- 
ber, assistant treasurer, of the Guardian 
Trust Company of Cleveland, O., have been 
elected members of the Quarter Century 
Club, composed of officers and employees who 
have served the company twenty-five years or 
more. The new members were each presented 
with a platinum watch upon which was en- 
graved the recipient’s length of service and 
the bank’s appreciation. Twenty-six em- 


ployees of the bank who have served twenty 
years or more are honorary members of the 
Quarter Century Club. 


The Banohio Corporation has acquired the 
First National Bank & Trust Company of 
Springfield, Ohio. 


A. H. SErsic 


Who will be President of the Central United National 
Bank of Cleveland 








CAUSES OF DRASTIC STOCK MARKET 
BREAK AND OUTLOOK 
"(Continued from page 634) 
viously realized profits had been created 
largely by increasing bank credit. The cycle 
of enlarging bank credit to enhance stock 
prices—to create profits—which in turn will 
create purchasing power for luxuries—is akin 
to lifting one’s self by his boot straps. Sooner 
or later the bubble must break. Real pur- 
chasing power arises from the creation of 
goods or the rendering of services and not 
by an inflation in our currency medium, 
whether this medium be paper money or 
bank deposits. This is not a part of the 
ereed put forth by the new-era banker or 
economist, nor, in some cases, by the banker- 

economist. 


No Destruction or Loss of Real Wealth 

It will not take us long, however, to get 
back on our feet, especially with the par- 
tially paid automobile gone. There has been 
no destruction or loss of real wealth. Fur- 
thermore capital accumulation in terms of 
economic wealth is currently at the rate of 
ten to fifteen billions a year, and our nor- 
mal economic growth is at the rate of three 
to 5% a year. Business is basically sound. 
Our banking system has met another period 
of strain and has given a good account of 
itself. Lowered money rates will stimulate 
business at home, and should facilitate a re- 
turn of our export trade. Especially should 
building construction work, and municipal 
and state projects be stimulated by easier 
money. Many stocks that have recently sunk 
below real values will make fairly quick 
recoveries. It would be unreasonable to ex- 
pect a return of stock prices to recent high 
levels, however, until earnings have suffi- 
ciently increased. 

On the other hand there is no reason to 
discard all that we have learned regarding 
common stocks. For many years prior to 
the introduction of new theories regarding 
the investment merits of stocks, the best 
equities averaged to sell at approximately 
ten times earnings and to yield currently 
between five and six per cent. It is my be- 
lief that so-called standard stocks, year in 
and year out, are worth more than this, and 
that a level permanently higher than this 
will be reached. What the new ratios be- 
tween prices and earnings and prices and 
dividends will be cannot be stated at pres- 
ent. It is unlikely that these will be five 
per cent and three per cent respectively. A 
reasonable price to earnings ratio may be 
seven to eight per cent; a reasonable cur- 
rent yield, four per cent. Special circum- 
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stances such as rate of growth, management 
and so on will, of course, cause variations 
in particular cases. Whatever this level is 
to be, it will probably be reached quickly af- 
ter the present period of liquidation has 
run its course. In times of prosperity lower 
rations (and higher prices) will emerge as 
in the past several years. Readjustments 
will also occur. It is impossible to attempt 
the reduction of economic phenomena to 
formulx, human psychology is too unstable. 
For the same reason it is dangerous to at- 


tempt public prognostications with too great 
emphasis. 
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A DECISION FOR SOLOMON 

A Los Angeles court recently sustained the 
statute which holds that when a husband 
and wife whose ages are between fifteen and 
sixty die in a common disaster and there is 
no proof to the contrary, it shall be assumed 
that the husband was the survivor, on the 
ground that the male is normally the strong-’ 
er of the two. 
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In the case involved, a husband and wife 
and their four children lost their lives in 
the St. Francis dam flood. The husband car- 
ried a $2,500 life insurance policy payable 
to the wife and mother, but with a clause 
providing that in the event of her prior 
death, the proceeds be paid to their children, 
or, should the children not survive, to mem- 
bers of the husband’s family. 


The entire family perished in the same 
flood. The insurance company, relying on 
the statutory assumption that the husband 
survived the wife, paid the proceeds of the 
policy to his father. The wife’s mother then 
brought suit against the latter, contending 
that her daughter and son-in-law died to- 
gether and that, since the insurance pre- 
miums were paid out of community moneys, 
half of the insurance was hers, as the sole 
surviving heir of her daughter. 


Similar questions are arising more fre- 
quently with the growth of automobile and 
other traffic accidents involving the deaths 
of two or more in common accidents. The 
usual legal difficulties may be avoided by 
the inclusion in one’s will or trust agree- 
ment of a clause arbitrarily designating 
those who shall inherit in the event of the 
death of husband and wife in a common 
accident.— (From house organ issued by Cali- 
fornia Trust Company of Los Angeles.) 





The Merion Title & Trust Company of Ard- 


more, Pa., plans merger with the Bala-Cyn- 
wyd National Bank. 














































































































































































































































































































TRUST COMPANIES 


Los Angeles 


RECONCILING AND STANDARDIZING 
TRUST FEES 
Special Correspondence 

The subject of standardizing fees for trust 
service which are not subject to determina- 
tion by the courts, has engaged the earnest 
attention of trust companies in California 
for a number of years past, with the result 
that uniformity is perhaps further advanced 
in this state than anywhere else. A com- 
mittee on fees of the Trust Company Sec- 
tion of the California Bankers Association 
has been working on schedules and revising 
charges in the light of actual experience. At 
the last annual meeting of the Section, R. M. 
Sims brought in a report of the committee 
which showed further progress, especially 
in regard to fees for corporate trusts. 

An examination was conducted during the 
past year based upon fee schedules adopted 
in Chicago, New York and various other 
cities, including those observed in San Fran- 
cisco and Los Angeles. The comparisons 
showed the possibility of securing a degree 
of uniformity on corporate fees, although 
methods of arriving at compensation vary. 
This is true as between methods of arriving 
at fees for corporate trust service as between 
practice in San Francisco and Los Angeles. 
In San Francisco, which is in more imme- 
diate competition with New York, the policy 
has been to itemize charges, while in Los 
Angeles it has become customary to provide 
composite fees, based upon acceptance, an- 
nual and closing fees. The study also showed 
that as regards court fees for testamentary 
and court trusts, the courts of southern Cali- 
fornia are more liberal than those of north- 
ern California. 


BUILDING PLANS OF CALIFORNIA BANK 

Construction of a new downtown Cali- 
fornia Bank Building adjacent and comple- 
mentary to the present California Bank 
Building, 625-629 South Spring street, was 
announced recently, by A. M. Chaffey, presi- 
dent of the California Bank of Los Angeles. 
The building will cost $1,000,000 and will 
extend 50 feet on Spring street and 155 feet 
to the alley. The rapid expansion of the 
various units of California Bank Group in 
the past year has made necessary the erec- 
tion of the new structure at this time, ac- 
cording to Mr. Chaffey, and is in accordance 
with the bank’s five year development pro- 
gram. 

“When California Bank moved its head 
office to its present location in 1922, we be- 


lieved that we had sufficient space in re- 
serve and on short time leases to provide 
office facilities for California Bank Group 
for many years to come,” said Mr. Chaffey. 
“However, the expansion in the past year of 
the bank and affiliated units has been so 
rapid that our quarters now are extremely 
crowded although Pacific Mortgage Guar- 
anty Company obtained an excellent loca- 
tion at 804 South Spring street, and relieved 
the congestion in part. The new structure 
will be twelve stories in height as is the 
present building and will correspond as to 
floor levels with it. When the building is 
completed California Bank Group will oc- 
cupy all of the main floor and basement and 
approximately half of the remaining floors.” 

Directors of the California Bank recently 
decided to issue 20,000 of bank shares pre- 
viously authorized which will increase capi- 
tal of the bank to $5,000,000 with surplus 
of $2,500,000 and undivided profits of $2,000,- 
000. Out of proceeds of new stock issue 
there will be $500,000 devoted to increasing 
capital of the California Trust Company to 
$1,000,000. With the increase effective the 
invested capital of the California Group will 
be $15,000,000. Earnings of the Group for 
the first three-quarters of the year, have 
amounted to over $1,000,000. 


TITLE INSURANCE & TRUST COMPANY 

TO REDUCE PAR VALUE OF STOCK 

Stockholders of the Title Insurance & 
Trust Company of Los Angeles have been 
advised of: a plan to split up the capital 
stock of the company into smaller par value 
units of $25 and giving stockholders right 
to obtain eight new $25 shares for each old 
$100 shares owned. The first step is the 
declaration of a stock dividend of 100 per 
cent which gives to each shareholder two 
$100 par shares for each share owned. The 
two shares thus acquired would be split up 
four for one and with completion of plan 
the stockholder obtains eight of new shares 
for each one share previously held. 

The plan is designed to secure a wider dis- 
tribution of the stock of the company. Pres- 
ent stockholders nearly all are residents of 
Los Angeles County. Of the 30,000 shares 
of old stock issued not less than 29,500 are 
owned by citizens of this county, many of 
whom have held stock since the company 
was organized in 1898. 


Carlton F. Burke, Reese H. Taylor, Gor- 
don B. Kaufmann and Dr. Wayland B. Mor- 
rison have been elected to the board of the 
Union Bank & Trust Company of Los An- 
geles, Cal. 








DIVIDEND PAYMENTS BY CITIZENS NA- 
TIONAL BANK & SAVINGS 

By declaring a quarter dividend of $1 per 
share on the $20 par value stock of the 
Citizens National Trust & Savings Bank of 
Los Angeles, the directors continue the 20 
rate which was in effect on the $100 par 
value prior to the split up of par value of 
shares last June. In April of this year the 
capital was increased from $4,000,000 to 
$5,000,000. With the opening of a new 
branch recently at Beverly boulevard and 
Fairfax avenue, the Citizens National now 
operates thirty-two banking offices in the Los 
Angeles district. 


SILVER ANNIVERSARY OF BANK OF 
ITALY 

The Bank of Italy National Trust & Sav- 
ings Association, as the chief exponent of 
branch bankng in the United States and 
operating 292 offices in 166 California cities, 
recently completed twenty-five years of serv- 
ice. Under the magic wand of A. P. Gian- 
nini and with the able assistance of James A. 
Bacigalupi, this bank has risen from _ ob- 
scurity and forms the background for a great 
banking organization which through its af- 
filiations exercises nationwide scope. Re- 
sources of the Bank of Italy now aggregate 
$851,705,000. As holding company of the 
Giannini interests the Transamerica Corpora- 
tion controls corporations with combined re- 
sources of more than $2,365,000,000. 

James A. Bacigalupi, who has been presi- 
dent of the Bank of Italy during the past 
five years, has turned over that office to 
A. J. Mount and becomes a member of the 
bank’s advisory committee. In his anniver- 
sary message Mr. Bacigalupi stated: 

“The United States stands at the threshold 
of a new era in banking in which branch 
banking is destined to be established on a 
greatly enlarged scale throughout the coun- 
try. The demands of big business, operating 
on a scale never before approached, the 
necessities of agriculture requiring extensive 
financing, make the change inevitable.” 


The Wells Fargo Bank & Trust Company 
reports resources of $149,999,335; deposits, 
$114,682,176; capital, $9,000,000; surplus, 
$5,000,000 and undivided profits, $2,981,903. 

Leland I. Tolmon has been elected assist- 
ant vice-president of the Security-First Na- 
tional Company, investment subsidiary of 
the Security-First National Bank of Los An- 
geles. 





TRUST COMPANIES 


San Francisco 


Special Correspondence 


BUSINESS STABILITY ON PACIFIC COAST 

Violent as were the breaks on the New 
York Stock Exchange they caused compara- 
tively few ripples on the surface of business 
and finance along the Pacific Coast. Here in 
San Francisco business is being conducted 


much as usual. Whatever uneasiness was 
caused yielded to better judgment follow- 
ing a statement prominently displayed in 


local newspapers and signed by presidents 
and officers of leading banks and trust com- 
panies. This statement pointed out that busi- 
ness and industry on the Pacific Coast, as 
elsewhere in the country, are sound and 
prosperous and that the movement on the 
stock exchanges represented an evident cor- 
rection of the technical condition brought on 
by overspeculation. The advice was further 
vouchsafed that the community and the 
banks themselves should regard the values © 
of securities rather than immediate quota- 
tions of a stock that indicates hysteria rather 
than cool judgment. 


FRED T. ELSEY HEADS AMERICAN 
TRUST COMPANY 


Election of Fred T. Elsey as president of 


the American Company of San Francisco 
and its affiliated institutions, the American 
Trust Company and American National 


Company, was announced recently as the re- 
sult of the resignation of John D. McKee, 
who had taken the helm temporarily fol- 
lowing retirement of John S. Drum last June. 
Mr. Elsey, a vice-president and director of 
the bank for several years, is a Californian 
who long has been familiar with financial, 
utility, agricultural, industrial and mining 
interests of the West. Much of his time has 
been devoted to the Haggin and Travis in- 
terests, which he has managed recently. Mr. 
McKee continues chairman of the board. 


CROCKER FIRST NATIONAL AND FIRST 
FEDERAL TRUST 

The latest financial statement of the 
Crocker First National Bank and its affili- 
ated Crocker First Federal Trust Company 
show combined resources of $122,228,611, of 
which $87,239,000 is reported by the na- 
tional bank and $34,989,000 by the trust com- 
pany. In addition to these assets the capital 
of the Crocker First Company, amounting 
to $500,000 is held in trust for the benefit of 
stockholders of the bank. The national bank 
has capital of $6,000,000; surplus $2,500,000 
and undivided profits of $1,628,595. 
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ESSENTIAL TO EVERY 
TRUST OFFICER 


The new and enlarged edition 


of 





TRUST INVESTMENTS 


By FRANK C. McKINNEY 
of the New York Bar 





Reliable and only authoritative book on the subject. 
General principles, state statutes and court decisions. 


Every trust officer, every trustee, corporate or individual, 
every lawyer, investment house and savings bank, should 
own this reliable work. 





CONTENTS 
1. General duties of Trustees, Execu- 2. Statutes of All States Carefully 
tors, Administrators and Guardians Compiled. 
in the Care and Management of 3. Statutes Governing Investments by 


Estates; Liabilities of Trustees on 4 — gs’ — Digest of Court 
Contracts and the Incurring of Ex- ~ 


; Decisions of Every State. 

penses for Repairs and Improve- 5. List of Investments Legal in Con- 
ments; Continuing Business and necticut, Massachusetts and New 
Investments of Decedent. York. 


600 pages—Attractively bound 
in Koda Leather. Price....... $5 .00 
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55 Liberty Street, New York. 


_ Gentlemen: Enclosed please find $5.00 (check or money order), for which 
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REVISED COMPILATION 


| Standard Trust Forms 


Applicable to requirements of Trust Companies, National Banks 
and State Banks authorized to exercise trust functions 


This set of standardized trust forms revised by a Committee 
of the Trust Company Section, California Bankers’ Association, 
represents the only compilation of the kind in existence. While 
primarily designed for use of members of the California organization, 
the carefully prepared clauses and provisions are in the main adapt- 
able to trust departments of Trust Companies and trust departments 
of National and State banks throughout the United States. 


The set embodies the following trust instruments, each complete 
in itself: 


(a) Conveyance of Real Property to Trustee for Subdivision, 
Sale and Distribution of Proceeds; 
(b) Agreement for Investment of Trust Funds; 
(c) Taking Title to Real Property to Convey or Lease as 
Directed by Trustor; 
(d) Corporate Stock Voting Trust Agreement; 
(e) Corporate Reorganization Agreement; 
(f) Deeds of Trust; 
Provisions Relating to Trustee; 
Releasing and Substituting Pledged Property; 
Redemption and Calling of Bonds; 
Sinking Fund, and 
Miscellaneous Provisions; 
(g) Agreement Taking Title to Property, both Real and 
Personal, with Duties of Management; 
(h) Trust as to Life Insurance Policy; 
(i) Indenture Taking Title to Secure Purchase Price of an 
Obligation; 
(j) Specimen Will; 
(k) Waiver of Wife to Property Rights and Election to Take 
Under Will. 


In addition, the printed compilation contains numerous miscel- 
laneous clauses for use in trust agreements covering special cases. 
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By special arrangement with the Trust Company Section, Calli- 
fornia Bankers’ Assoc:ution, the publishers of TRust Companies 
Magazine are enabled to make these Trust Forms available to Trust 
Companies and Banks and fiduciaries generally. 


Price: $2.00 a set, postpaid 


Address: Book Department, 


TRUST COMPANIES Magazine 


55 Liberty Street, New York City 
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HIS book has a twofold purpose: to show 

corporations how they can profit by closer 

relations to stockholders; and to show stock- 
holders how to protect their corporate interests 
most intelligently. 


How the company can profitably develop and 
cultivate closer dealings with stockholders is here 
discussed in a practical way with numerous illus- 
trations of what progressive firms are doing. The 
interest of corporations in this matter both in 
offering stock in an attractive way and with at- 
tractive features, and in holding stockholders’ 
loyalty is being realized today as never before, due 
to theeffort toincrease the number of such owners. 


To stockholders themselves this book is of 
value in showing what are their legal rights, what 
they should expect of their companies 1n point of 
reports, information, conduct of meetings, pro- 
tection against loss, etc. 


New ground is here broken on a subject of great 
timeliness and greatly increased interest to the 
entire business world. The recommendations of- 
fered, growing out of long years of experience in 
incorporation work for numerous companies, are 
modern, constructive and bound to be of great 
interest to all working on matters of incorporation 
to company executives anxious to develop public 
goodwill, and to all stockholders. 
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